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THE INCOME TAX—COLLECTION ASPECTS 


By H. F. Mires, Deputy Commissioner of Internal Revenue, 
Accounts and Collections Unit 


In my capacity as head of the Accounts and Collections Unit of 
the Bureau of Internal Revenue, my chief interest is to see that the 
internal revenue taxes are promptly collected as soon as the li- 
abilities are determined, and that the collections are properly ac- 
counted for. 

With a view to giving the best possible service to the taxpaying 
public and for the purpose of protecting the interests of the Govern- 
ment, more than 5,000 internal revenue employees attached to the 
Collection Service are stationed at strategic points throughout the 
United States and its possessions. There is at least one collector’s 
office in each state, and where the population and the business of 
the communities included have justified such action, additional col- 
lectors’ offices have been established. 

Many of the employees attached to the Collection Service are 
selected from the Civil Service registers. The others who are not 
required to qualify by Civil Service examinations must meet certain 
requirements in the way of previous education, training, and exper- 
ience in revenue matters. The intricacies of the internal revenue 
laws and the many problems with which the members of the Col- 
lection Service have to deal make it necessary that the best pos- 
sible personnel be selected. 

In connection with the collection of internal revenue taxes, there 
are two separate and distinct methods employed. The first and 
older method is by the sale of internal revenue stamps. Before 
the enactment of the law providing for a ‘tax on incomes, the 
major portion of the revenue was collected by this method. The 
sale of internal revenue stamps is a simple and very effective 
method of collecting the revenue. The number of internal revenue 
stamps issued during the fiscal year ended June 30, 1927, was ap- 
proximately 7,615,000,000, having a face value of more than $439,- 
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000,000. The other method of collecting the revenue is by means 
of assessment. Due to the enactment of legislation during the 
past several years which provides for new sources of revenue, it 
has been necessary to use the assessment method to a large extent. 
At the present time the major portion of the revenue is collected 
by this means. There are at present nearly 5,000,000 persons who 
file miscellaneous tax returns. The taxes disclosed on such returns 
are assessed by the Commissioner of Internal Revenue and if such 
liabilities are not voluntarily paid collection must be enforced 
by the appropriate Collectors of Internal Revenue. It would ob- 
viously be impossible to collect taxes of this kind by any means 
other than assessment. 

The amount of internal revenue which is paid annually into the 
Treasury is affected to a great extent by the general prosperity 
of the country. The prosperous condition of the United States 
during recent years has been consistently reflected in the internal 
revenue receipts. During the fiscal year ended June 30, 1927, the 
total internal revenue collections reached the sum of $2,865,683,- 
128.91. This is the largest sum collected since the fiscal year 1922, 
and in the face of tax reductions which have been made by Con- 
gress clearly gives an index to the satisfactory business conditions 
which our country has enjoyed. The revenue receipts from the dif- 
ferent localities in the United States also serve as an index to local 
conditions. For instance, during the fiscal year 1924 the income 
tax collections in the district of Florida amounted to $8,005,449.14. 
For the fiscal year 1927 the collections in Florida aggregated $35,- 
589,829.22. Local conditions such as industrial depressions, floods, 
and other disasters, are also soon reflected in the statistics com- 
piled by the Bureau of Internal Revenue. The collections at the 
present time are decreasing to some extent. From July 1, 1927, 
to November 30, 1927, the total of internal revenue receipts 
amounted to $845,168,288.36, which is a decrease of $46,252,058.13, 
as compared with the same period of last year. This decrease is 
accounted for to a large extent by the gradual exhaustion of back 
taxes as a source of revenue. 

One of the principal duties of deputy collectors is to canvass the 
districts and zones to which they are assigned for the purpose of 
uncovering and collecting delinquent taxes. It is also the duty of 
the field deputy collectors to serve warrants for distraint in con- 
nection with the collection of unpaid assessments where such action 
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becomes necessary. The activities of zone deputy collectors has 
been a fruitful source of revenue. For the fiscal year 1925 the zone 
deputy collectors produced approximately $58,000,000 in revenue. 
During the fiscal year 1926 the production of these employees ex- 
ceeded $78,000,000, which was $20,000,000 in excess of the previous 
year’s figures. The production of zone deputy collectors for 1927 
reached the peak, more than $78,600,000 being collected and re- 
ported for assessment. In the face of reduction in personnel and 
reduction in taxes, this record is considered very good and reflects 
the increased efficiency of the internal revenue field force. 

In view of the large volume of collections, it is evident that there 
must be a simple and effective acounting system installed in the 
collectors’ offices and the Bureau of Internal Revenue in order that 
the receipts may be properly recorded and controlled. Practically 
all the accounting is done by means of bookkeeping machines. 
Every collector maintains accounts with the various taxpayers who 
file returns in his office. Controlling accounts are maintained in 
the Accounts and Collections Unit of the Bureau and each month 
all collectors receive statements disclosing any discrepancies be- 
tween their accounting reports and the controlling accounts as . 
maintained in the Bureau. 

The accounting system in collectors’ offices may be described 
briefly as follows. Each calendar year there are set up on the books 
of the several collectors approximately 3,500,000 new accounts. As 
assessments against the several taxpayers are not always collected 
during the year they are made, there are naturally as a result 
several thousand accounts that are carried forward. The filing 
of income tax returns takes place during a short period of time, 
that is, from January 1 to March 15 of each year. The entries of 
the various accounts on the books of collectors’ offices must there- 
fore be promptly brought to a conclusion in order that the col- 
lectors may be prepared to give taxpayers statements of their ac- 
counts by June 1. The system of accounts consists of ten balance 
sheet accounts and fourteen nominal accounts to take care of the 
various transactions that may affect a single individual’s account. 
The returns when received are serially numbered, different sets of 
numbers being given to the smaller returns, part paid returns, and 
full paid returns, corporation returns, and a few other classes of 
returns on which the Bureau desires to keep more or less statistical 
information for use during the year. The assessment list itself on 
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which the accounts of the taxpayers are listed consists of ten items 
on each sheet beginning with zero and ending with nine. This is 
done to faciltate locating any taxpayer’s account providing the 
number is available. The numbering series is in units of tens, 
hundreds, thousands, tens of thousands, etc., and is designed for 
the purpose of showing the book in which the taxpayer’s name is 
posted and the page and line on which his account appears, so that 
those clerks handling the books can almost instantly turn to any 
taxpayer’s account. 

In the process of listing we first use a billing machine and we 
have in use 332 machines. It is necessary to make two runs of the 
work in order to accomplish the desired results. On the first run 
we prepare two copies of the assessment list, one index card, June 
and September bills, and a mailing address slip, in all six docu- 
ments. The second run, we prepare an index card and a December 
bill, only two documents. The reason for the second run is that 
we require eventually two index cards and of course must have a 
bill to mail to the taxpayer on December 15. We have not as yet 
been able to secure equipment that will prepare all the documents 
at one operation. It is to be noted that the only entries made on 
the documents during this process afe the names and addresses of 
the taxpayers and the serial numbers of their accounts. 

From the billing machine, the assessment lists are routed to the 
bookkeeping machine operators, where the amounts of tax assessed 
and the amounts paid are entered on the lists and a balance brought 
forward. There are 189 bookkeeping machines now in the service. 
During this process the bill previously prepared is inserted in the 
bookkeeping machine and the amount of tax assessed and the bal- 
ance due are entered on the bill so that it is ready for mailing when 
the proper time arises. 

A commercial concern probably would comment unfavorably on 
the Government’s system of accounting, but the dispatch with 
which the work must be done precludes the possibility of assorting 
the various returns into alphabetical order before posting. If an 
attempt were made to set up a ledger card with each individual 
account and run it continuously for a number of years. it would 
require months to assort the documents and prepare them for 
posting, and it is doubtful if we would be able to issue the bills 
at the proper time. Neither can the same serial number be given 
an account during a period of years as the returns are filed so 
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rapidly around the 15th of March that they must be taken care of 
as received. Our regulations require that all moneys received must 
be deposited daily and the only means by which we can set up any 
identity for future reference is to number serially the returns and 
remittances, which are usually in the form of checks or money 
orders, and connect them later, if necessary. 

Another feature that makes it necessary to give different treat- 
ment to the accounts in internal revenue matters from that which 
would be given to the accounts of a commercial concern is the fact 
that the largest volume of business takes place within a period of 
fifteen days in the calendar year, that is, beginning March 1 and 
ending March 15. We must be able to handle the peak load and 
cannot justify the retention of the number of employees throughout 
the entire year that would be necessary to carry on the work at this 
time under a more elaborate system. 

During 1919, when the present system was first installed, we 
naturally had considerable trouble and it was some time before the 
machinery was working perfectly, as up to that time there had been 
no system of accounting worth mentioning. During the last few 
years we have had little difficulty with our accounts and I know 
of no instance wherein we have failed to locate any remittance on 
any taxpayer’s account. Naturally, there has been some trouble 
and a few postings have been made to wrong accounts, but the ac- 
counting system is such that from the records available an exam- 
iner can always detect the error. 

Incidental to the collection of taxes, Collectors of Internal Rev- 
enue have many other duties to perform. One of the most im- 
portant of these duties is the giving of service and advice to tax- 
payers in regard to the filing of returns and other problems relat- 
ing to internal revenue matters. During each filing period rep- 
resentatives of collectors’ offices are stationed at convenient points 
and a special effort is made to give the taxpayers every reasonable 
assistance. It is the desire of the internal revenue officials that all 
employees connected with the service be very courteous in their 
dealings with the public. The great majority of these employees are 
intensely devoted to their duties of serving the public and en- 
deavor to deserve the appreciation of the taxpayers. 

The taxpaying public can do much to assist the internal revenue 
officials in rendering better service. The keeping of proper records 
by the taxpayers is essential. In making remittances taxpayers 
should always return the tax bills if any have been received. In 
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answering letters of inquiry from collectors or their authorized rep- 
resentatives it will be of much assistance if the taxpayers will refer 
to all symbols and serial numbers appearing on previous corre- 
spondence. The public should feel free to consult with collectors 
or their employees in regard to their tax problems. The Bureau 
of Internal Revenue and the field employees are the servants and 
friends of the public. Better acquaintance will result in greater 
confidence and better feeling. 


THE INCOME TAX—ADMINISTRATIVE ASPECTS 


By C. B. Atuen, Deputy Commissioner of Internal Revenue, 
Income Taz Unit 


My conception of the subject divides it into several major class- 
ifications, the three most important of which are: (1) personnel; 
(2) policy; (3) methods. I propose to discuss briefly each of these 
problems, although any one of them could be made the basis for 
an extended paper. 


PERSONNEL 


The United States entered the World War in 1917. In the trans- 
ition from peace to war immense sums were needed. Prior to 1918 
the total of internal revenue receipts was reckoned in millions. 
Billions became the common term in 1918, and the peak was reached 
in 1920, when $5,400,000,000 were collected. The war revenue act 
of October 3, 1917, created a taxgathering task of greater mag- 
nitude than ever before had been undertaken by any nation. The 
amount of money this act was estimated to yield was $3,400,- 
000,000 ; the amount actually collected was $3,694,619,628.72. Many 
new sources of revenue were provided and new methods were pre- 
scribed for assessments and collection. 

Complexities in language gave rise to serious question as to 
whether the most important provisions of the law were admin- 
istrable. The Bureau of Internal Revenue, therefore, was con- 
fronted with the responsibility not only of organizing admin- 
istrative machinery for carrying out the provisions of the Act, but 
also of interpreting and administering the Act so as to carry out 
effectually the intent and purpose of Congress with the least incon- 
venience to business and financial institutions. 

The field from which a competent personnel could be secured 
was limited. The young men of the country were needed in the 
Army and Navy. In making appointments to the Bureau care was 
exercised to select persons whose status was such as to entitle 
them to exemption or deferred classification without reference to 
their connection with the government service. Many women were 
employed. The total personnel engaged in the collection of in- 
ternal revenue taxes in 1917 throughout the entire country was 
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5,053. In 1922 the personnel numbered 17,710, and in 1927 the 
number was 13,211. Among the employees of the war period were 
many who, inspired by patriotic motives, associated themselves 
with government activities at comparatively low rates of compen- 
sation, and whose services, it was understood, were temporary. 

In all of the period from 1917 to 1927 the Bureau has been con- 
fronted with competition from private employers for competent and 
qualified employees. During that time there were appointed to 
the service in the Income Tax Unit alone 11,934 persons, while the 
separations numbered 11,038. Approximately fifty per cent of 
those who resigned were highly trained technical or professional 
employees whose education in income tax matters had cost the 
government large sums. A business that can withstand this tre- 
mendous turnover must be well grounded. Certainly, credit is due 
to those employees who despite offers of higher salaries remained 
with the government. 

There is, of course, a certain advantage to the government in the 
services former employees have performed and will continue to per- 
form to taxpayers in the filing of income tax returns for subsequent 
years. It may be said that following the war period the govern- 
ment made available to taxpayers an. army of tax specialists, while 
within the Bureau was builded an organization that handled a 
business of more than $2,000,000,000, involving the accounts of 
6,000,000 “customers” in every nook and corner of the world. 

Viewed with an understanding of the difficulties under which the 
Bureau operated in early days, the following table is instructive: 


Year Amount of Taz Number of Employees 
Collected Bureau Field Total 
1921 $4,595,357,061.95 6,493 10,977 17,470 
1922 3,197,451,083.00 6,671 11,039 17,710 
1923 2,621,745,227.57 6,552 11,051 17,613 
1924 2,796,179,257.05 5,759 10,125 15,884 
1925 2,584,140,268.24 5,584 9,984 15,568 
1926 2,835,999,892.19 4,536 9,797 14,333 
1927 2,865,683,129.91 3,801 9,410 13,211 


Prior to 1922 the number of cases finally closed by the Income 
Tax Unit was relatively small. Beginning with 1922 there has 
been a constant increase in production by way of cases closed, not- 
withstanding a reduction in personnel. The fiscal year 1927 was 
the most productive in the history of the Unit. Due to improve- 
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ments in organization and procedure, progress toward a current 
state surpassed that of any other period. 


Pouicy 


-The policy of the Bureau is a policy of service to the taxpayer. 

The Bureau represents the taxpayer both as a taxpayer and as 
a government. It demands from the taxpayer that money which, 
upon the basis of his income, and under applicable revenue acts, 
he ought to pay as taxes, and it endeavors to see that he pays no 
more than is due. This attitude of the Bureau is clearly indicated 
by the outstanding changes in more recent years. The most im- 
portant change is that directed toward decentralization. Decen- 
tralization means carrying the job of adjusting tax matters to the 
home of the taxpayer in order that he may not be required to spend 
time and money in a visit to the Bureau in Washington. We offer 
him an opportunity to discuss adjustments proposed with a rep- 
resentative of the Bureau in his own home town. As a result of 
the decentralization plan the work of the Bureau is practically 
current. The taxpaying public has a right to have its tax respons- 
ibility definitely ascertained within a reasonable period after the 
filing of a return. The Bureau intends to conduct a current 
audit at the home of the taxpayer, and to conduct an audit which 
will be fair to the government, fair to the taxpayer, and with as 
little expense to the taxpayer and to the government as is consist- 
ent with the proper conduct of the job. 

As an incident to decentralization, other changes of policy di- 
rected toward a better coordination of the work of the Bureau in 
Washington and in the field have been necessary. All changes have 
been directed toward a better and more prompt service to tax- 
payers. Within recent months an advisory committee has been 
established to assist the Commissioner to accomplish a more expe- 
ditious closing of cases that reach the controversial stage. I men- 
tion this merely because it supports the previous statements in 
regard to the policy of maintaining a current audit. The service 
of this committee will in many instances enable the taxpayer to 
close his case without the necessity of prosecuting suit before the 
United States Board of Tax Appeals. 


METHODS 


“Methods” means procedure — procedure directed toward the 
audit of approximately five million returns a year, toward the col- 
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lection of the taxes returned as due by those five million taxpayers, 
toward the refund or abatement of overpayments of taxes by several 
hundred thousand of those five million taxpayers. An adequate 
discussion of this topic would cover many, many pages, and Jit 
cannot be dealt with here in any detail. The statement made above 
indicating in a broad way the size of the job should suggest how 
entirely impracticable it would be, in a brief paper, to attempt to 
outline in any manner that would be intelligible to the layman 
methods of procedure pursued in the Bureau of Internal Revenue. 

Perhaps it will help to take the average return and trace it to 
the closing point. Of course you file your return with the collector 
for the district in which you reside. The collector checks the 
amount of tax returned by you against the remittance which ac- 
companies the return. They money is at once deposited, because 
it is important that the government know, as of the filing period 
or as of the payment date, the total amount of revenues that will 
be available for its current expenses in connection with its fiscal 
program. The return is then submitted to a comptometer operator, 
who verifies the accuracy of your mathematics in computing the tax 
upon the basis of the income you.disclose. If you have made an 
error in your arithmetic the proper amount of tax is marked on 
the return and you are notified at once. To do this it is necessary 
to follow the procedure laid down for the assessment of a deficiency 
tax. We find our authority for this action in Section 274 (f) of 
the Revenue Act of 1926. I have no doubt you will be surprised to 
learn that between three and five hundred thousand returns are 
corrected in this manner each year. 

If you make your return on a Form 1040 (a), the return used by 
those individuals whose income is less than $5,000, net, the return 
is thereafter handled by deputy collectors assigned to the offices 
of collectors of internal revenue. If the return is made on Form 
1040, or if it is a corporation return, a revenue agent checks it to 
ascertain whether or not, upon the basis of the information sub- 
mitted, a field investigation is necessary. 

A field investigation or a field inquiry has two aspects. In office 
parlance, they are known as field audits or office audits. If the 
return is marked for field audit, it means that a revenue agent will 
call upon you at your home or place of business and request an 
opportunity to check your records. If it is an office audit, it means 
that some item of deduction has not been so explained as to permit 
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the office to accept the return as filed, and possibly you will either 
receive a letter of inquiry asking that you explain the deduction, 
or you will be requested to call at the office of the revenue agent 
with your books of record to explain the item or items. 

There are, of course, many returns that are properly prepared. 
And I am happy to state that the number of returns correctly pre- 
pared is increasing from year to year, as the taxpaying public be- 
comes better acquainted with its duty under the revenue acts and 
of the necessity for better records to assist it in the preparation of 
the schedules required. 

All of the returns on Form 1040 and all corporation returns 
are forwarded to Washington. The first step here is a check against 
the assessment record, in order to establish the basis for the Com- 
missioner’s certification of the assessment lists. An assessment list 
is a list of accounts of taxpayers set up by collectors. which is sub- 
sequently approved by the Commissioner. This list establishes the 
amount of money for which the collector is accountable to the 
government of the United States. 

In Washington, after the proving process, the returns are routed 
first to the Statistical Section, at which point much information 
of interest to the economic associations throughout the United 
States, and of particular value to the Treasury Department and 
Congress in the development of subsequent legislation, is compiled. 
I think any accountant or teacher of accounting would find much 
of interest and much of benefit in the annual publication developed 
in the Statistical Section of the Income Tax Unit, Bureau of In- 
ternal Revenue. 

Thereafter the case, if marked for field investigation or office 
investigation, is returned to the revenue agent for appropriate 
audit action in his office. The returns marked “accepted” are care- 
fully reviewed to determine that the action of the agent in accept- 
ing the returns as filed is correct and in harmony with the policy 
of the Bureau with respect to the character of a case to be so closed. 
This review insures a uniformity of treatment of returns through- 
out the sixty-five collection districts of the country. 

When revenue agents have completed the field investigations or 
office audits and have reached an agreement with the taxpayers 
or, for that matter, have failed to reach an agreement with the 
taxpayers, they forward the files to Washington, where their action 
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is carefully reviewed and either approved or disapproved, accord- 
ing to the merits of the particular case. 

If, upon the basis of the investigation, additional taxes are to 
be assessed, the procedure directed in Section 274 of the Revenue 
Act of 1926 is followed. 

Of course, sometimes taxpayers overpay their taxes and we must 
return amounts so overpaid. I will not enter into a discussion of 
the measures adopted to return moneys thus determined to have 
been overpaid but will simply state that under our present pro- 
cedure it is possible within thirty days after the determination of 
an overpayment to send the taxpayer the check to which he is 
entitled. 

A recent change in procedure adopted by the Bureau of Internal 
Revenue, and one that has for its purpose the immediate benefit of 
taxpayers, is the order promulgated February 12, 1927, to the effect 
that when returns for 1926 and subsequent years are determined to 
be correct as submitted, taxpayers are to be notified. This new 
procedure enables the taxpayer to consider that his return with 
respect to the tax he has reported and paid for the particular year 
is closed. He is not, as heretofore, left in uncertainty. Several 
million taxpayers have already had notice under this procedure 
that their 1926 returns have been closed. It has been observed that 
banks and other institutions dealing with borrowers, or in the case 
of a contemplated sale of businesses, have insisted recently upon 
the exhibition by the taxpayer of notices to the effect that Federal 
taxes have been paid, and this new service, as it is designed, is ac- 
complishing real good. 

To show that the new policies, especially that of decentralization, 
new methods, and improved personnel have accomplished real ben- 
efits to taxpayers, I want to invite attention to the production 
figures in cases closed in the Income Tax Unit for the past several 
years, inviting consideration to the fact, in this connection, that 
these figures have application only to the returns of individual 
taxpayers filing Form 1040, and corporation taxpayers. 


Year Total 
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It is particularly interesting to note that during the fiscal year 
ending June 30, 1927, we closed returns to the total number of 
2,482,021, or nearly twice as many returns as were forwarded to 
Washington for any year prior to 1927, which means that 
in this year we completed two years’ work. 

I have not before called attention to certain incidental jobs that 
have to be performed in conjunction with the audit of tax returns, 
and I do not propose to go very far into the detail of these jobs. 
I wish merely to point out that in the way of information returns— 
returns which report no tax, but which do report income paid to 
taxpayers—in excess of 375,000 partnership returns, involving in- 
come to about one million two hundred thousand taxpayers, are 
filed from year to year, and that more than eight million certificates 
of information indicating payments of $1,500 or more to individuals 
are filed from year to year. All of the data so reported are checked 
against the individual returns to determine that taxpayers have 
reported the income described. 

Concluding, let me say that within the year 1928 more than 
eighty per cent of the returns reporting income for 1927 which are 
due to be filed on or before March 15, 1928, will be audited and 
closed within nine months after the returns are filed, and taxpayers 
will know that their schedules have been approved; and with each 
succeeding year the Bureau expects to improve this percentage of 
closed cases within the year the returns are filed. This is what 
the public wants. 
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THE INCOME TAX-—STATISTICAL ASPECTS 


By Epwarp Waurrr, Chief of Statistical Section, 
Income Tax Unit 


The concomitant of income tax legislation is the presentation 
of statistics of profits and losses; and to Congress, framing the 
Revenue Act of 1916, it became apparent that accurate information 
regarding the distribution of income in the United States was nec- 
essary. Accordingly, there was incorporated in that act a pro- 
vision requiring the preparation of statistics with respect to the 
operation of the income tax law, statistics covering classification 
of taxpayers and of income, the amounts allowed as deductions and 
exemptions, and any other facts deemed pertinent and valuable. 
In accordance with this provision of the law, there was compiled 
from the income tax returns filed by individuals and corporations 
for the calendar year 1916, the first volume of “Statistics of In- 
come.” 

Following this volume there have been issued successively both 
preliminary and complete reports of “Statistics of Income” from 
the returns filed for each year. The latest of these publications is 
the “Preliminary Report, Statistics of Income,” compiled from the 
income tax returns for 1926, filed by individuals and corporations 
up to August 31, 1927, and is to be released on January 2. It is 
hoped to have the complete report, from the returns for 1926, in 
the hands of the public in the latter part of the coming May. 

These statistical reports have inaugurated an epoch in income 
statistics. Never before had the economist, the statistician, or the 
business executive either a contemporaneous or historical presenta- 
tion of the financial status of the civil organization of a nation so 
interesting, so valuable, or so helpful in determining the distribu- 
tion of incomes, the rise and fall of profits, or the purchasing 
power of communities. Nor had the legislator prior to this time 
comprehensive data by which to gauge either the tax productivity 
of proposed legislation or the economic reaction to such legislation. 

To the accountant the tables of most interest perhaps are those 
showing for both individuals and corporations the receipts and dis- 
bursements by sources of income and nature of deductions accord- 
ing to income class or industrial group. The information as to 
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individuals, in addition to other data, shows the amounts received 
as wages and salaries, profits from business distributed by nature 
of business, partnership income, profits from sales of real estate, 
stocks, bonds, etc., rents and royalties, interest and investment in- 
come, and dividends. The data for corporations include, in addi- 
tion to other valuable information, gross sales, cost of goods sold, 
gross profits from sales, miscellaneous income and dividends re- 
ceived on capital stock of other domestic corporations; also interest 
paid, depreciation, depletion, miscellaneous expense, net profits, 
and cash dividends and stock dividends distributed. 

Or the accountant’s interest may center in the tables in “Statis- 
tics of Income for 1925” compiled from the capital stock tax re- 
turns, in which the corporations of the country are distributed ac- 
cording to the form of capitalization, that is, those issuing par 
value stock or no-par stock, and showing by industrial divisions 
the total amount of common and preferred stock outstanding, the 
liquid assets and fixed property investmens, the current liabilities 
and long-term indebtedness, the surplus and deficit. In the chapter 
on estate tax returns are shown, by size of net estate, the nature 
of the property comprising the estates and the form of deductions. 

To the sales manager perhaps the tables of utmost importance 
are those showing the distribution of the individual returns by size 
of net income for each state, and the number of individuals filing 
returns by counties and by cities, townships, and post offices. 

Of import to those contemplating entering the field of account- 
ancy is the question: Is the field becoming overcrowded or is it 
sufficiently large to promise financial returns that will justify 
taking up the profession as a career? In this connection, a study 
might be made showing the correlation of the increase in the num- 
ber of practicing accountants with the economic growth of the 
country as evidenced by the increase in the number of corporations 
and their expanding operations, or with the increase in the number 
of individuals in the higher income brackets, and as suggestive in 
this connection I shall cite a few figures taken from “Statistics of 
Income.” 

The number of corporations filing income tax returns between 
the years 1918 and 1925 increased from 317,000 to 430,000, nearly 
thirty-six per cent over the period of eight years. For the year 
1925, 252,334 corporations reported net profits amounting to $10,- 
963,000,000. Included in these net profits is $1,379,000,000 of tax 
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exempt interest on Federal, state and municipal obligations and div- 
idends received on capital stock of domestic corporations, leaving a 
statutory net income amounting to $9,584,000,000. These corpora- 
tions paid to their stockholders in cash dividends approximately 
forty-four per cent of their total net profits and in addition distri- 
buted approximately five per cent in stock dividends. The cash div- 
idends amounted to $4,817,000,000, and the stock dividends to $502,- 
000,000. One hundred seventy-seven thousand seven hundred thirty- 
eight corporations reported deficits amounting to $1,646,000,000. 
After eliminating tax exempt income amounting to $316,000,000, the 
net statutory deficit of these corporations was $1,962,000,000, and 
although the result of their operations was a deficit, their balance 
sheets show that they distributed $372,000,000 in cash dividends 
and $42,000,000 in stock dividends. 

In connection with such a study, the distribution of the corpora- 
tions by size of net income and by industrial divisions might also 
be pertinent. For the year 1925, 196 corporations reported net 
income in excess of $5,000,000 each; 917 had between one million 
and five millions dollars; 1,156 made between $500,000 and a mil- 
lion; 17,719 had between $50,000 and a half-million; 72,565 had 
incomes between $5,000 and $50,000; 160,000 had incomes under 
$5,000; and 177,000 reported no net income. 

In the classification of corporations according to their predom- 
inant business, the three largest industrial divisions, in point of 
number of concerns, are: “finance,” which embraces “banking, in- 
surance, and related business,” and in which classification fall 
twenty-seven per cent of all the returns filed, approximately 
116,000; ‘trade,’ with approximately 110,000 or twenty-five per 
cent; and “manufacturing,” having approximately 89,000 or twenty 
per cent. 

The number of individuals reporting income from business for 
1925 was 978,000 and the number of returns filed by partnerships 
was 309,414. The net profits from business operations and income 
from partnerships reported by individuals was approximately 
$5,500,000,000. 

The returns of individuals whose incomes are in the higher 
ranges, show an astounding growth for the period 1921-1926. 
Those reporting net incomes between $5,000 and $50,000 increased 
from 514,000 for 1921 to 818,000 for 1926, that is, sixty per cent. 
In the class having net incomes between $50,000 and $100,000, the 
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increase is 133 per cent; the number for 1921 was 8,717 and for 
1926, 20,351. For the group of individuals with net incomes from 
$100,000 to $300,000 the increase is 278 per cent; the number for 
1921 was 2,106 and for 1926, 7,964. Those having incomes from 
$300,000 to a million increased 501 per cent, that is from 225 for 
1921 to 1,354 for 1926, and the recipients of incomes in excess of 
a million dollars increased over this period 986 per cent, or from 
twenty-one to 228. 

I have cited but a few scattered data with the thought that from 
the consistent increase in the number of corporations, individuals, 
and partnerships, engaged in business, and the magnitude of their 
activities, the conclusion may be drawn that the outlook is encour- 
aging to the young man entering the profession of accounting. 

The tables for corporations showing the number by size of net 
income, by industrial divisions and by states, or the tables for in- 
dividuals showing the distribution of the returns by income classes, 
and by counties and: cities, might suggest lines of research in con- 
nection with the accountant’s diversified activities. 

The accountant in the larger sense is economist, statistician, bus- 
iness administrator, and financial guide. The problems confront- 
ing him although intensely local are nevertheless national in scope 


and the “Statistics of Income” should be helpful to him in the many 
points of contact, industrial, financial, civic, and social. 
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THE INCOME TAX—ACCOUNTING ASPECTS 


By Joszru K. Chairman, Special Advisory Committee 
Bureau of Internal Revenue 


Ideas of your own are a good deal like babies; other folks think 
they are all right as long as you keep them quiet. That being so 
I shall confine myself in this discussion to matters of fact more or 
less well known to all of us. 

On February 25, 1913, the Secretary of State certified to Con- 
gress that the sixteenth amendment to the Constitution, by virtue 
of which the Federal government was empowered to tax incomes 
without apportionment, had been adopted by two-thirds of the 
several states. It is reported that during the discussion preceding 
the adoption, objection was made on the ground that the taxing 
of income was equivalent to laying a tax on ambition. “Next,” 
said the objector, “we will be taxed for thinking.” To this the 
Honorable John Sharp Williams replied that while such a levy 
was not impossible yet so great a majority of our citizens would be 
entitled to file a “no tax” return that the ensuing revenue burden 
would fall far short of the national calamity pictured by the ob- 
jecting Senator. Despite this and all other objections, the amend- 
ment became a part of our law and from that date forward so 
active have been the mental gymnastics of our citizens that per- 
haps no other source of revenue would have been necessary had that 
activity been made the subject of the suggested tax—Mr. Williams’ 
exceptions notwithstanding. 

Seriously, I am quite persuaded that the greatest forward im- 
pulse the science and profession of accountancy has ever received 
in this country is to be found as an outgrowth of the sixteenth 
amendment to the Constitution. By the ensuing revenue act, the 
entire nation was compelled to take stock of itself. Contrary to 
the usual principle of law that he who asserts a thing to be true 
must prove it, the burden of showing an imputed tax to be er- 
roneously asserted was put upon the taxpayer. In self protection 
he was compelled not only to be right but also to be able to prove 
that he was right. 

The immediate result of that necessity is perhaps better known 
to no class of persons than to those of us who were then and since 
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have been engaged in the teaching of the science of accounting. 
The business world was confronted with the necessity of replacing 
guess and estimate as to its financial transactions with accurary 
and exactitude. To meet this imperative need there then existed 
but a very limited body of men whose trainiag and experie ce were 
sufficient to meet the demands of the occasion. The result was ° 
that we saw our classrooms filled to overflowing by an energetic 
body of students who, in recognition of the existing circumstances, 
bent every effort to so equip themselves that they might take ad- 
vantage of the opportunity before them. The result of this scho- 
lastic influx is so obvious that to discuss it would be but an idle 
gesture. 

Thus the first results of the income tax laws as related to the 
field of accountancy were to bring home to taxpayers the u ‘er 
necessity for accurate financial records and as a corollary of that 
necessity to augment to a remarkable degree the body of trained 
and competent men engaged in accounting pursuits. No longer 
is the certified public accountant a man of mystery or his tenets 
the doctrines of an esoteric few. 

The effects of the revenue acts, however, have not been realized 
without a corresponding reaction. These laws which have made 
the nation take account of itself have in turn been compelled to 
take cognizance of principles of accounting. It is indeed of com- 
pelling interest to the accountant to follow through the course of 
the various acts and the decisions of the courts. He may there 
see an ever-increasing recognition of doctrines which he has long 
recognized as fundamentally sound and correct. 

If we go back to the excise act of 1909, Section 38, and the first 
income tax act of 1913, Divisions “B” and “D,” we find that under 
the provisions of these acts income was required to be computed 
for tax purposes on the basis of actual receipts and disbursements, 
all returns being required to be made on the calendar year basis. 
These acts took no cognizance of the taxpayer’s regularly employed 
system of accounts or of his established accounting period. In an 
attempt to administer these acts in strict accordance with their 
provisions, difficulties almost insurmountable were encountered. 
Accordingly, by appropriate Treasury regulations the use of in- 
ventories was permitted and deductions on account of liabilities 
of the taxpayers were permitted whether paid or not. 

The accounting principles of these regulations were made the sub- 
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ject of legislative adoption, for they were fully incorporated into 
the provisions of the 1916 Act (Section 13 (d) of Act of September 
8, 1916). Under the provisions of this act, both individuals and 
corporations keeping books on bases other than actual receipts 
and disbursements were permitted to make their returns in accord- 
‘ance with their bookkeeping systems and records. 

Coming next to the 1918 Act, we meet the most pronounced recog- 
nition which the law had yet accorded the science of accounting. 
That act by its specific provisions required of both individuals and 
corporations that income should be computed in accordance with 
the method of accounting regularly employed by the taxpayer, and 
that the reporting year should coincide with the regular annual 
accounting period (Section 212 of Act of February 24, 1919). 

The next forward step is found in the 1921 Act (Section 214 
(a) (7) ). Here for the first time there was permitted the deduc- 
tion of an addition to a reserve for bad debts. This provision of 
the law permits the accrual and deduction of a cost of doing bus- 
iness long recognized by the accountant but heretofore counten- 
anced by the law only in the form of debts actually ascertained to 
be worthless and charged off. 

Here, then, in the brief period between 1913 and 1921, we behold 
an entire change in the legislative conception of the bases for de- 
termination of the income from which the law would take tribute. 
In the beginning we find almost a complete ignoring of income as 
the accountant would determine it, but eight years later, by the act 
of the same legislative power, income is imperatively ordered to be 
computed upon sound accounting principles. 

We may next turn with interest to the decisions of the courts as 
they have dealt with the problems arising under the several revenue 
acts. As the era of the income tax dawned, an increasing number 
of cases involving the determination of income were presented to 
the courts for adjudication. At this time the courts were faced 
with an inflexible statute and a series of precedents permitting but 
little latitude in the exercise of the judicial function. Accordingly, 
it is not until the courts had occasion to consider cases arising 
under the acts of 1916 and later that the decisions begin to reflect 
the influence which the forces in the field of accountancy were be- 
ginning to wield. 

Perhaps the questions on which the courts and the accountants 
have most differed are those arising in connection with the matter 
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of accruals. As we review the decisions, we find in the earlier de- 
cisions a judicial construction of the word accrued which is dis- 
tinctly different from its accepted meaning in the practice of ac- 
counting. Hence as late as 1921, the Supreme Court in the case of 
U. 8. v. Woodward (256 U. S. 632) employs the word accrued in 
the sense, “has become due.” This concept of the word accrued 
was reflected in several subsequent decisions of the Federal courts, 
but when in 1926 the Supreme Court again had occasion to consider 
the case of the Yale & Towne Manufacturing Company (269 U. 8. 
422), it took occasion to state that the narrow definition previously 
suggested was not intended to be of general application, but applied 
only to the case previously considered. 

Important as the Yale and Towne case is, an extended discussion 
of it cannot be undertaken here, but the following significant lan- 
guage of the Court appears timely, particularly when considered 
with respect to the Woodward case. 

“In a technical sense,” said the Court, “it may be argued that a tax does 
not accrue until it has been assessed and becomes due; but it is also true 
that in advance of the assessment of a tax, all the events may occur which 
fix the amount of the tax and determine the liability of taxpayer to it. * * * 
In the economic and bookkeeping sense with which the statute and the 
Treasury Decision (T. D. 2483) were concerned the taxes had accrued.” 

In these impressive words of the highest court of the land there 
is thus given evidence, clear and convincing, that not only will the 
courts take judicial notice that the taxing statutes have been 
framed to give effect to standard accounting principles but, what is 
more important, that in the construction of those statutes, the 
courts will employ the measures and standards to which the ac- 
countant is accustomed. 

Following the Supreme Court’s decision in the Yale & Towne case 
there were some persons who thought that the court had intended 
its decision in the matter of accruals to have no application other 
than that of the accrual of the munitions tax with which the court 
was then dealing. Such a narrow view of the decision, however, ap- 
pears unwarranted, for in the case of the American National Com- 
pany v. U. S., decided in April of 1927 ,the Court cites the prior case 
as authority for permitting the accrual of items of expense in no 
way related to munitions taxes. 

It is clear that the courts have accorded marked recognition to 
the principles of accounting. Court recognition, however, has not 
stopped there. It has gone so far as to notice judicially some of 
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our individual members. Only a short time ago I had occasion 
to refer to the case of the Red Wing Malting Company v. Willicuts, 
and there noted with much interest that our good friends Colonel 
Montgomery and Henry Rand Hatfield were quoted along with ref- 
erences to the Supreme Court of the United States and other high 
authorities. 

I hope I have not made it appear, in this brief statement, that the 
accounting fraternity would arrogate to itself all that has been 
accomplished in the field of revenue law. We should continue to 
pay full respect to our legal brethren, feeling assured that they, 
who for so long have had a hand in the making and the shaping of 
the laws, will not deem as unwarranted and unseeming the pride 
we take in the results which we believe have been jointly ac- 
complished. In the vast field of revenue law, the accountant and the 
lawyer have joined hands as never before, and while the enactment 
of a perfect revenue act is a Utopian accomplishment which we 
shall probably never see, yet with these two great forces working 
together, the future of the income tax program takes on an aspect 
of infinite promise. 


SECTION 220—SHOULD CORPORATIONS WORRY? 
By J. L. Dour, Columbia University 


Every Federal income and profits tax act discriminates between 
various classes of taxpayers. In particular I refer to the discrim- 
ination between corporations, partnerships, and individuals. The 
earliest act, that of 1913, you will recall, imposed a normal tax of 
one per cent upon the net income of individuals, with a graduated 
“additional tax” ranging from one per cent to six per cent. The 
same law imposed a tax of one per cent upon the net income of 
corporations. Thus, at the very outset, taxpayers were faced with 
a discrimination, and in all probability many of them took occa- 
sion to adjust their financial organizations to meet the discrimina- 
tion. Congress must have foreseen this, for the Act contained a 
provision imposing an additional tax upon the individual’s pro rata 
share of corporate income which was accumulated beyond the reas- 
onable needs of the business for the purpose of preventing the ad- 
ditional tax upon its stockholders. Every subsequent revenue act 
contains some provision or other to prevent the avoidance of sur- 
taxes. The method used has varied. In some cases a tax or penalty 
has been placed upon stockholders. In other cases, the tax or 
penalty for failure to distribute its profits has been placed upon 
the corporation. The latter method is used in the Revenue Act of 
1926 in a section which needs no introduction, and which is known 
as Section 220. For convenience, in this discussion, that statute is 
quoted in full. 

See. 220. (a) If any corporation, however created or organized, is formed 
or availed of for the purpose of preventing the imposition of the surtax 
upon its shareholders through the medium of permitting its gains and profits 
to accumulate instead of being divided or distributed, there shall be levied, 
collected, and paid for each taxable year upon the net income of such cor- 
poration a tax equal to fifty per centum of the amount thereof, which shall 
be in addition to the tax imposed by section 230 of this title and shall (ex- 
cept as provided in subdivision (d) of this section) be computed, collected, 
and paid upon the same basis and in the same manner and subject to the 
Same provisions of law, including penalties, as that tax. 

(b) The fact that any corporation is a mere holding or investment com- 
pany, or that the gains or profits are permitted to accumulate beyond the 
reasonable needs of the business, shall be prima facie evidence of a purpose 
te escape the surtax. 
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(c) When requested by the Commissioner, or any collector, every cor- 
poration shall forward to him a correct statement of such gains and profits 
and the names and addresses of the individuals or shareholders who would 
be entitled “to the same if divided or distributed, and of the amounts that 
would be payable to each.” 


(d) As used in this section the term “net income” means the net income 
as defined in section 232, increased by the sum of the amount of the deduc- 
tion allowed under paragraph (6) of subdivision (a) of section 234, and the 
amount of the interest on obligations of the United States issued after Sep- 
tember 1, 1917, which would be subject to the tax in whole or in part in the 
hands of an individual owner. 

All of the Commissioners of Internal Revenue from 1913 up to 
1927, have shown a rare discretion in making no attempt to enforce 
the provisions of the revenue acts relating to unreasonable accumu- 
lations. A considerable amount of agitation early in the year 1927, 
however, principally upon the part of Congressional members, led 
to an investigation, and the Commissioner of Internal Revenue now 
proposes to enforce Section 220. 

You will observe that the penalty of Section 220 is imposed upon 
any corporation which is formed or availed of for the purpose of 
preventing imposition of surtawes upon its stockholders. The 
penalty is fifty per cent of its net ittcome plus dividends and other 
exempt income. This is a very severe penalty. In an actual case, 
the proposed penalty works out to fifteen times the surtax avoided. 
The Committee of the National Tax Association on Simplification 
of the Income Tax aptly calls this “the cracking of nuts with a 
sledge-hammer.” 

Congress must have realized the difficulties attendant upon the 
proof of such a purpose. For this reason the statute creates three 
presumptions as follows: 

1. A holding corporation. 

2. An investment corporation. 

3. The accumulation of gains and profits beyond the reasonable needs of 

the business. 
These presumptions are, of course, subject to rebuttal. 

The section raises some interesting questions of constitutional 
law. In fact, there is a considerable doubt as to its constitution- 
ality, although there is not much doubt as to its general badness. 
The penalty is discriminatory and excessive; discriminatory be- 
cause the penalty is the same whether the unreasonable accumula- 
tion is large or small; excessive because the penalty may be many 
times the surtax avoided. Further, it is difficult to determine upon 
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whose part the purpose of avoiding surtaxes must exist. If, for 
instance, such a purpose on the part of some of its stockholders 
is in violation of the section, the corporation is penalized for the 
acts of part of its stockholders. As you know, the law has always 
drawn a clear line of demarcation between the corporation and its 
stockholders, and in view of the great importance of the corporate 
form in the development of business, it may be that the section 
will be held illegal as violating the principle that the corporation 
and its shareholders are entirely separate and distinct. 

I am not, however, concerned here with the constitutionality of 
the section. I wish also to eliminate any consideration of the hold- 
ing corporation and the investment corporation and the presump- 
tion of a purpose to avoid surtax in connection with the mere ex- 
istence of these corporations. Finally, I am not concerned with 
the presumption of guilt created by an admitted unreasonable ac- 
cumulation of gains and profits. What I propose to discuss is the 
problem of corporate accumulations in relation to the requirements 
of the business with particular reference to the accounting prin- 
ciples and procedure involved and with a view to answering the 
question of what is an unreasonable accumulation. This question 
is now an extremely important one to a great many corporations. 

I think it is worth while to consider first the regulations of the 
Commissioner with reference to what corporate accumulations are 
reasonable. In Regulations 69, it is provided in Article 352 that 
the business of a corporation includes any line it may legally under- 
take. This seems to indicate indefinite possibilities of expansion, 
but the regulations go on to provide that any radical change in the 
nature of the business may be evidence of a purpose to evade surtax. 
The article mentioned further provides that where all of the stock 
of one corporation is owned by another in the same line of business, 
the business of the subsidiary corporation is to be considered as part 
of the business of the parent corporation. However, the regulations 
seem to require one hundred per cent stock ownership. 

Article 353 of the same regulations provides that consideration 
should be given to all of the surrounding facts and circumstances. 
Frank statement is then made that no attempt can be made to 
enumerate the various ways in which gains and profits may be ac- 
cumulated reasonably. Increases in inventories and increases in 
plant are proper accumulations provided they are reasonably needed 
for the business. The same is true for funds retained for working 
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capital. The regulations provide further that funds accumulated 
pursuant to contractual sinking fund agreements for the retire- 
ment of bonds represent reasonable accumulations. Banks are per- 
mitted to increase their loans or to “reasonably retain” funds to se- 
cure future loans. It is provided in general that the financial con- 
dition of the corporation and the manner in which its funds are 
invested are determinative of the reasonableness of its accumula- 
tions. 

Altogether, the Commissioner’s regulations are not overly help- 
ful, and if there is anything to the section, it would seem that bus- 
iness men are left pretty much to their own resources in determin- 
ing how far they may go in their accumulations. It is obvious 
that this is a very bad situation. 

I submit that the records and books of account should show 
whether there is an unreasonable accumulation of gains and profits 
and that therefore the problem is one of considerable interest to 
accountants. From experience, I know that books of account do 
not always reflect the facts so I suggest a critical examination of 
pertinent accounting procedure and a possible restatement of the 
accounting principles involved. 

It is apparent that the reasonableness of corporate accumula- 
tions may be considered either from the standpoint of the asset 
or the liability side of the balance sheet. On the asset side are 
listed the various rights, properties, and claims which the business 
has. When properly prepared, this side of the balance sheet should 
show the use to which such assets are being put. As for such items 
as inventories, plant machinery, accounts receivable, etc., usually 
no question arises. With such items as investments, stock, bonds, 
ete., the situation is entirely different, and if such items are needed 
in the business, I think the balance sheet should show such require- 
ment. Obviously, the only possible unreasonable accumulation 
would exist where assets appeared for which no need or use could 
be shown. 

The liability side of the balance sheet shows the sources from 
which the assets were derived. These may be as follows: 

1. Creditors (short term). 

Creditors—bonds and mortgages. 

Depreciation reserve. 

Stockholders 

(a) Contributions (capital stock) 

(b) Barnings not with drawn as dividends (surplus) 
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Assets offsetting creditors’ accounts (long or short term) are 
obviously needed in the business. The depreciation reserve is 
usually deducted on the asset side but I have found it necessary 
to show it on the liability side to emphasize the fact that it should 
be offset by assets. I shall refer to this feature of the problem at 
greater length below. The capital stock account usually is repre- 
sented by goodwill or fixed assets and cannot be questioned. It 
is with the surplus account that I am chiefly concerned. In this 
connection there is a concept which I could wish was more widely 
understood, i. e., that surplus should represent the amount of cor- 
porate funds available, not as a matter of law, but as a matter 
of proper corporate finance, for distribution as dividends. If this 
concept is a proper one any portion of the undistributed earnings 
which is in fact used in the business should be so shown; any un- 
reasonable accumulation would be reflected in a free surplus 
account. 


In connection with the proprietorship section, I think mention 
should be made of the stock dividend. Many corporations have 
declared such dividends under the belief that it would avoid the 
penalty of Section 220 by wiping out the surplus account. The 
Commissioner has ruled, and I think properly, that a stock dividend 
can have no such effect because the question still remains—Are the 
assets actually needed in the business? The stock dividend in no 
way affects the use to which assets are put. 

As a rule, I prefer to consider the problem in the light of actual 
investment of funds as shown by the asset side of the balance sheet. 
It is true, however, that the proprietorship section should also re- 
flect the reasonableness of accumulations. 

The problem may be best attacked by considering the financial 
condition of the corporation at the time of its organization. In 
general, the asset side of the balance sheet will show a certain 
portion of its funds invested in fixed assets and the remaining 
funds invested in working capital. The liability side of the balance 
sheet will show the extent to which these funds have been obtained 
by borrowings and the extent to which they have been obtained by 
stockholders’ contributions. A typical situation at the time of or- 
ganization is shown below. 
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Tax RepucTION Device MANUFACTURING Co. 
220 W. 1926th St. I 
Everywhere, U. S. A. ( 
Balance Sheet Immediately after Organization ] 
Assets Liabilities and Capital ( 
Funds to be used for work- Bonded Indebtedness ............ $100,000 
$ 50,000 Capital Stock 150,000 
Funds to be invested in / 
plant and equipment ........ 200,000 
$250,000 $250,000 


At the outset I want to consider what seems to me to be a very 
fundamental principle. It is perfectly clear that the directors of 
every corporation employing buildings, machinery, and equipment | 
must provide for the replacement of such buildings, machinery, 
and equipment as they wear out. This provision should be made | 
out of earnings.* The very purpose of our modern methods of 
depreciation accounting is to provide for these renewals. As a 
matter of actual practice, corporations handle this situation in 
two ways. In the first place, funds may be specifically set aside 
and earmarked as depreciation funds. The other method does not 
require the specific earmarking but permits the funds to accumv- 
late as part of the general assets of the corporation. The income 
tax regulations recognize this function of the depreciation account- 
ing. In Article 161 of Regulations 62, it is stated that 

The proper allowance for such depreciation of any property used in the 
trade or business is that amount which should be set aside for the taxable 
year in accordance with a reasonably consistent plan (not necessarily at 2 
uniform rate) by which the aggregate of such amounts for the useful life 
of the property in the business will suffice, with the salvage value, and having 
due regard for expenditures made for current upkeep, at the end of such 
useful life to provide in place of the property its original cost. (Italics are 
author’s. ) 

The Board of Tax Appeals in appeal of Northern Hotel Company 
(3 B. T. A. 1099, at p. 1105) has the following to say with reference 
to depreciation accounting : 

The purpose of the deduction for losses arising from wear and tear and 
obsolescence is to provide free of tax a fund out of earnings and profits, the 
annual additions to which will at the end of the estimated period of the 
useful life of a property equal the cost or the March 1, 1913, value of such 


property. Appear of Grosvenor Atterbury, 1 B. T. A. 169. (Italics are 
author’s.) 


*City of Knoxville v. Knoxville Water Co., 212 U. S. 14. 


28 
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The term “useful life” in the foregoing quotation refers to the ex- 
pected period of use considering exhaustion; wear and tear, and 
obsolescence. The latter term includes decline in value due to 
progress in the arts, inventions, improved methods, inadequacy, 
ete. 

The manner in which the depreciation accounting operates to 
provide funds for the replacement of property is shown by the bal- 
ance sheet of the hypothetical company one year after organization. 


Balance Sheet One Year Later 


Assets Liabilities and Capital 
Funds used for working Bonded Indebtedness ............ $100,000 
Capital 50,000 Depreciation Reserve ............ 20,000 
Funds invested in plant and Capital Stock ..........000000000.. 150,000 
Depreciation fund _  invest- 
$270,000 $270,000 


Assuming that the corporation in question made no gain and sus- 
tained no loss, and that the depreciation on its plant and equip- 
ment amounted to $20,000, there will be funds shown on the asset 
side of the balance sheet in the amount of $20,000 which offset the 
depreciation reserve. Usually the depreciation reserve is deducted 
on the asset side and I have always been in favor of that method 
of presentation. It seems clear, however, that we have a situation 
here in which it may be advantageous to show the depreciation 
reserve on the credit side. Of course it is not the usual practice 
to set up depreciation fund investments. As a matter of fact, the 
depreciation fund is often reinvested in the plant. I see no escape, 
however, from the proposition that a corporation is entitled to 
have on hand cash or marketable securities in an amount equal to 
its depreciation reserve, if it so desires. 

As the corporation operates, the law gives to the directors the 
fullest discretion in determining the extent to which funds should 
be accumulated or distributed. In the absence of fraud and bad 
faith their actions cannot be attacked. The law books contain 
many cases where stockholders have sought to compel the distribu- 
tion of dividends, but the cases in which they are successful are 
extremely rare. The case of the famous Ford Motor Car Company 
of Detroit, Michigan, happens to be one of the few in which the 
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stockholders succeeded in compelling the distribution of the diy- 
idends. A reading of that case (204 Mich. 459), however, indicates 
clearly that the directors have the widest discretion, and in that 
case the directors were allowed to set aside some $30,000,000 for 
proposed extensions. This principle of the law is very important 
and I think the penalty of Section 220 should be imposed only in 
the clearest cases. If there is any doubt, it should be resolved in 
favor of the corporation. 

The uses to which directors may devote gains and profits are 
extremely varied. For purposes of convenience they may be dis- 
cussed under the following headings: 


Provision for expansion. 

Provision for replacement at higher cost. 
Provision for working capital. 

Provision for paying off indebtedness. 
Provision for equalizing dividends. 
Provision for contingencies. 

Provision for writing off goodwill. 

Provision for Expansion. Corporate charters are now drawn 80 
as to permit the corporation to engage in almost any sort of bus 
iness. We have frequent examples of corporations starting out in 
a certain line of manufacturing only to follow a process of integra- 
tion which results in the widest expansion and development. Just 
how the Commissioner of Internal Revenue is to place any limit 
upon the use of gains and profits in this manner is difficult to see. 
Where gains and profits have been invested in increased manufac 
turing facilities, the portion of the surplus account representing 
such additions to the plant is not as a matter of fact available for 
dividends. It seems to me that the balance sheet would show this 
fact and that the amount of gains and profits invested in additional 
plant and equipment should be shown as a separate item in pro 
prietorship section, under some such caption as “Appropriated for 
Additions and Betterments.” 

Provision for Replacement at Higher Cost. If I am correct in 
my ideas on the function of the depreciation accounting and the 
depreciation reserve the maintenance of depreciation fund invest 
ments would provide for the replacement of machinery and equip 
ment as it wears out. In many cases, however, the replacements 
will cost more money than the original plant and equipment. This 
may be due to increased prices or due to the fact that the replace 
ment will be made with improved types of machinery and equip- 
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ment. Under these circumstances, I think that gains and profits 
may be accumulated for the purpose of providing the excess of re- 
placement cost over original cost. The necessity for such an ac- 
cumulation is purely a question of fact. I have had cases in which 
it was perfectly clear that machinery would have to be replaced 
by machinery which was much more expensive. Some accountants 
have gone so far as to suggest that the depreciation should be com- 
puted on the basis of replacement cost. I think it is agreed, how- 
ever, that this is not proper and that the excess of replacement 
cost over original cost should be provided out of earnings. Where 
there is a prospect of replacing at a higher cost, I think gains and 
profits may be accumulated to provide for such excess. The gains 
and profits so accumulated are not, as a matter of fact, available 
for distribution as dividends and should be shown as a separate 
item in the proprietorship section under a caption of “Appropriated 
for Replacement of Equipment.” 

Provision for Working Capital. It seems to me perfectly obvious 
that if gains and profits may be used to provide for additional 
machinery and equipment by way of expansion, the directors may 
equally provide the additional working capital necessary for the 
increased business. I have had some trouble, however, in determin- 
ing what is a proper amount of working capital. It seems to me 
that some formula should be developed, perhaps as a result of a 
study of the amounts invested in accounts receivable and inven- 
tories, and the cash requirements of the business, with a view to de- 
termining a proper amount for working capital. As I see it, where 
additional working capital is needed, it is proper to provide such 
additional funds from earnings. The proprietorship section should 
show such accumulation, which is not available for dividends, as 
“Appropriations for Working Capital.” 

Provision for Paying Off Indebtedness. Where a corporation has 
borrowed capital, I think it may retain earnings to replace its bor- 
rowed capital with stockholder’s capital. The Commissioner’s regu- 
lations seem to concede that gains and profits accumulated to dis- 
charge indebtedness pursuant to contractual sinking fund obliga- 
tions are reasonable accumulations. Why should any distinction 
be made between contractual obligations and voluntary accumula- 
tions to pay off indebtedness? It seems to me that if a corpora- 
tion is permitted to accumulate gains and profits to purchase ad- 
ditional equipment, that it should also be permitted to purchase 
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additional equipments with borrowed funds and accumulate gains 
and profits to discharge the indebtedness so created. These ac- 
cumulations should be shown in the proprietorship section as “Ap- 
propriation for Bond Retirement.” 

Provision for Equalizing Dividends. In years of prosperity, I 
think the directors may accumulate earnings so as to enable them 
to maintain a uniform dividend policy during the periods of de- 
pression. It is only in recent years that consideration has been 
given to the phenomena of business cycles and corporations are now 
beginning to learn that in years of prosperity funds should be ac- 
cumulated in order to enable them to pay dividends and meet other 
requirements in time of depression. Gains and profits so accumu- 
lated should be shown in an appropriate reserve account. 

Provision for Contingencies. The directors must not be unmind- 
ful of a variety of contingencies, such as fire loss, additional assess- 
ments of taxes, a violation of building ordinances, strikes, provision 
for pensions, removal of plant (as in the case of plants located in 
the Metropolitan area of New York City) and industrial accidents. 
Such accumulations should be shown as “Appropriation for Con- 
tingencies.” 

I think their discretion should permit them to write off goodwill. 
Corporations frequently begin business with a large item of good- 
will in their balance sheet. As the business goes on and gains and 
profits are made, it is now considered proper to eliminate the good- 
will and replace it with other assets. It seems to me that this is 
a sound policy of corporate finance and that gains and profits may 
be accumulated to provide for such writing off. 

The difficulty with most of these propositions is that the accounts 
frequently do not reflect the purposes for which funds are accumu- 
lated. Referring to the case of the corporation whose balance sheet 
was shown at the time of its organization on page 27, the following 
indicates a typical condition which might be reached after a period 
of, say, seven years of operation. 

Balance Sheet Seven Years Later 
Assets Liabilties and Capital 
Current Assets veseese 200, Current Liabilities 
Plant and Equipment .. ae Bonded Indebtedness 
Investments ............ Depreciation Reserve 


Capital Stock 
Surplus 


$1,070,000 


32 
$1,070,000 
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At first glance, this statement of financial condition seems to in- 
dicate a clear violation of Section 220. The large amount of in- 
vestments on the asset side of the balance sheet seems to indicate 
funds which are not required in the business while the large surplus 
on the liability side seems to indicate that large dividends might 
well be paid. As a matter of law, this is probably true. However, 
the distribution of a dividend is subject not only to rules of law 
but also to certain principles of corporate finance. Legally, a 
dividend may be paid so long as no impairment of capital results. 
As a matter of corporate finance, however, the dividends should not 
be paid unless the corporation has funds which are not required 
in the business. 

In the example referred to above, the actual facts may be en- 
tirely to the contrary. If this is true, should not the accounting 
requirements in the preparation of the balance sheet be such that 
the situation will be correctly portrayed? 

For instance, an examination of this balance sheet indicates that 
some $300,000 has been added to the plant and equipment. Since 
this amount came from earnings, the surplus to that extent is not 
available for dividends. As stated above, I think it extremely de- 
sirable to have a surplus account in the balance sheet which will 
show the amount available for dividends. In the instant case, I 
would set up a reserve for additions and betterments in the amount 
of $300,000. 

Assuming that the bonds originally were ten-year non-serial 
bonds, I think it necessary that the directors provide for their re- 
tirement at the end of the tenth year. This means that a reserve 
for bond retirement in the amount of $70,000 should be shown. 

It is also apparent from an examination of the balance sheet 
that the working capital requirements of the corporation have in- 
creased by $50,000. This fact should be reflected by a reserve for 
working capital of $50,000. 

Let us assume that the manufacturing processes are such that 
machinery and equipment may become obsolete and require replace- 
ment, and that the cost of replacement will be in excess of the 
original cost. Let us further assume that a fund of $50,000 is 
reasonable for that purpose. I would show this by reserve for 
replacements of $50,000. 

Finally, a fund of $100,000 might be necessary for general con- 
tingencies. A reserve should be set up for that amount. 
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In the following exhibit I have recast the credit side of the bal- 
ance sheet. When proper surplus reserves have been set up, it is 
apparent that the corporation has no surplus available for div- 
idends. 

Similar changes should be made on the asset side. The invest- 
ments of $370,000 shoud be divided and earmarked as assets re- 
tained for specific purposes. The bond retirement fund requires 
assets of $70,000; the depreciation fund requires assets of $100,000; 
the replacement fund, $50,000; and contingencies fund, $100,000. 
In the exhibit I have also recast the asset side of the balance sheet 
to reflect these facts. In making these changes, I am not unmind- 
ful of the fact that it is considered quite proper to have some of 
these requirements represented by investment in plant and equip- 
ment. In the case of public utilities, for instance, it is considered 
entirely proper that the depreciation reserve be reinvested in plant. 
However, I feel that the directors, in their discretion, may well 
have these funds invested in cash or marketable securities. 


Tax RepucTIon Device MANUFACTURING Co. 
220 W. 1926th St. 
Everywhere, U. S. A. 


Modified Balance Sheet 


Liabilities and Capital 


Current Assets Current Liabilities ............... $100,000 
Plant and Equipment ............ 5 Bonded Indebtedness 
Fund Investments: Depreciation Reserve ............ 
Bond Retirement Fund .... Capital Stock 
Depreciation Fund Appropriated 
Replacement Fund ............ tirement 
Contingencies Fund .......... Appropriated for Replace- 
ments 
Appropriated for Contin- 
gencies 
Appropriated 
Capital 
Appropriated for Additions 
Surplus available for div- 
idends 


$1,070,000 $1,070,000 


The effect of the revised balance sheet is very different. If my 
reasoning is correct, every dollar shown on the asset side is reason- 


Assets 
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ably required for the business. The corresponding adjustment of 
the liability side shows that no surplus is available for dividends. 

I think you will find it obvious that in the determination of 
reasonable corporate accumulations, we have an accounting prob- 
lem of major importance and considerable interest. In the case 
of manufacturing and trading corporations, it seems to me that 
only in rare situations can the Commissioner of Internal Revenue 
ever hope to show unreasonable accumulation. He faces the same 
difficulty which the stockholder faces when he seeks to compel 
the distribution of a dividend. In other words, he must attack 
the discretion placed with the directors by the law. As a matter 
of fact, the Congressional Joint Committee on Taxation concedes 
that it is almost impossible to prove the purpose to evade surtax. 

While the reasonableness of corporate accumulation is largely a 
question of fact, the point I wish to leave with you is that the 
accounts should show the facts. In the handling of these cases, I 
have been somewhat embarrassed by the books of account and 
forced to explain away their shortcomings. I see no reason why 
the books properly kept should not be entirely helpful. 
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PROGRESS OF THE BUREAU FOR PLACEMENTS 


By W. W. Nisstey, Arthur Young 4 Company 


I am especially willing to discuss the progress of the Bureau of 
Placements of the American Institute of Accountants in this 
medium because I have received a number of letters from teachers 
of accounting which indicate that some are not in entire sympathy 
with the work of the Bureau. I feel certain that their attitude is 
due partly, at least, to a misunderstanding of our purpose. On the 
other hand, it is probable that the Bureau has made some mistakes, 
as its work has been experimental and without any precedents from 
which its course could be charted. I am sure that those responsible 
for directing the activities of the Bureau desire to cooperate with 
accounting instructors in every way possible. We realize that 
nothing can be achieved which will be permanently useful without 
the support of the university teachers. For one thing many stu- 
dents are certain to seek the advice of the instructor when consider- 
ing a career in accountancy and therefore the instructor should be 
our most valuable point of contact with prospective applicants for 
placement in accountants’ offices. 

I will attempt to give first a brief summary of the purpose for 
which the Bureau of Placements was organized and of what it has 
accomplished to date. I will then attempt to answer the ques- 
tions raised in the letters received from accounting teachers. It 
should be borne in mind that these comments do not represent the 
official opinion of the American Institute of Accountants nor of the 
Committee for Placements. Please regard them merely as the per- 
sonal opinions of an accountant who has chosen public accounting 
as his life work despite a number of flattering offers in other di- 
rections and who has devoted a considerable amount of time to the 
question of obtaining the proper type of accountants’ assistants 
in the last two or three years. 

The Bureau was organized to develop facilities for obtaining 
young men as junior assistants who appeared to have definite 
possibilities of development. By that, we mean men who have the 
personality, natural mental ability, and ambition necessary to en- 
able them to advance to the higher places in the profession. Please 
note that we are not interested under this plan in obtaining junior 
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assistants who do not have this possibility of development even 
though they might be most satisfactory as junior assistants. We 
believe that a good personality and real mental ability are essential 
qualifications, and no applicants are considered who do not measure 
up to our requirements in this respect. We place great weight on 
the opinions expressed by the dean of the college which the young 
man has attended as to these qualifications. I scarcely need to say 
that our assistants do most of their work in our clients’ offices and 
that they have frequent, and, in some cases, almost continuous 
contact with the client and his employees. Junior assistants are 
closely supervised, of course, but it is impossible to prevent this 
contact at times even for them. Consequently, the personalities 
of an accountant’s assistants are a very important factor in his 
success since they represent him in every sense of the word. In 
that respect, our junior assistants are different from the young 
law school graduates who can be used and kept behind the scenes 
and who have no contact with clients until they have won their 
spurs. 

We made a general survey of the early history of the present 
members of the Institute to ascertain in a general way “from 
whence they had come.” It appeared that most of them had taken 
up public accounting after a certain amount of other business ex- 
perience of one sort or another and that many of them had a 
limited amount of formal educational training. A summary which 
has recently been completed showing the educational qualifications 
of the members admitted during the last ten years shows the fol- 
lowing : 

Educated in the United States 


Not high school graduates 240 

College graduates: 
Northeastern University 4 
3 
University of 5 
Univessity of 8 
University of Pennsylvania ........................0..... 6 


University of Pittsburgh 5 
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University of Minnesota 
University of Wisconsin 
Miscellaneous Colleges 

(less than three from each) 


Educated Outside Untted States 


Not high school* graduates 
High school graduates 
College graduates 


In spite of this evidence that public accountants have succeeded 
in the past without much “schooling,” we believe that most of the 
young men with the desired personality and mental ability are 
going to college nowadays and that it is necessary to look to that 
source for our junior assistants. We also believe that in addition 
to the fact that most of the desirable raw material is located in 
the colleges, the training given there should be of considerable 
value to these men after they have also had a number of years of 
practical experience in accounting. 

In connection with our method of seeking men, please permit 
me to quote from the 1927 report of the Committee for Placements: 


We have not attempted to compete actively with the hundreds of important 
industrial and commercial organizations which send representatives to many 
colleges each year to “sign up” the good men. It appears to us that men 
obtained by these high pressure methods are likely to get an undue sense 
of their immediate value and, moreover, are likely to be unhappy in their 
positions. Our method has been to seek men who, upon mature deliberation 
and after considering all the facts, themselves choose accountancy as their 
life work. 


In order that these facts might be available to students for ref- 
erence purposes, a booklet describing accountancy was prepared in 
1926 by an advertising agency with the assistance of the Committee. 
Representatives of the personnel departments of several of the 
large universities came to us last year and suggested changes in 
this booklet. We were very glad to receive these suggstions and 


*Or approximate equivalent. 


38 
— 179 
| — 177 
874 
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the book for use during 1927 was completely revised and, we hope, 
improved. Some ten thousand copies of these booklets have been 
distributed to students. 

The problem of temporary employment was one of the first which 
we took up with the members of the Institute. We realized that 
we could not expect high-grade men of the type we were seeking 
to subject themselves to its uncertainties. The Bureau stipulated 
that men employed through it should be taken on for three years 
subject to good behavior and satisfactory work. That is, they are 
not to be discharged for lack of business. So far as we know, this 
condition is being faithfully observed and there are now 143 firms 
located in forty-four cities in thirty different states who are in- 
terested in employing men on this basis if we can supply them. 
Most of the well known firms in the country are included in this 
list. It should be noted, however, that in assuring permanent em- 
ployment during the training period, practically all of the dangers 
of seasonal work have been removed for men who develop into 
competent accountants. Temporary employment has seldom ap- 
plied to any men except those of mediocre ability and men who 
had only a limited amount of experience. 

Applications have been received to date from about five hundred 
men representing most of the colleges in the United States. All of 
these applications have been carefully examined and I have per- 
sonally gone over almost all of them. Many of the applications 
gave evidence of extreme optimism on the part of the applicants 
or a misunderstanding of the object of the Bureau, as a consider- 
able number of this group obviously would have had difficulty in 
qualifying for even the unsatisfactory group of “permanent junior 
assistants.” But many applications were also received from good 
men and the 1927 applications were more satisfactory on the whole 
than those of 1926. 

The procedure used in handling applications is as follows: 


1. A questionnaire is filled out and submitted. This gives the applicant’s 
personal history, an official transcript of his college record, and his photo- 
graph. 

2. If the questionnaire is satisfactory, the Bureau communicates directly 
with the dean of the college and obtains a confidential report on the man’s 
personality, character, mental ability, etc. 

3. If the dean’s reply is satisfactory, the applicant is interviewed by a 
member of the Institute located in the same or a neighboring city. The in- 
terviewer is particularly concerned with the question of whether or not the 
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applicant is a desirable man to bring into the accounting profession and he 
sends in a confidential report on the interview. 

4. If the report on the interview is satisfactory, the applicant's qualifica- 
tions are circularized (without using his name) among members of the 
Institute located in the cities in which he desires to work. 

5. The applicant is referred to one of the firms who report that they 
are interested in him and final arrangements for employment are made 
directly between the employing firm and the applicant. 


Up to the present time, sixty-seven applicants have been placed 
in positions with forty-five different public accounting offices lo- 
cated in twenty different cities. Thirty-five men have been placed 
in New York City and the others in cities scattered throughout 
the country. Many more men could have been placed this year if 
suitable applicants had been avalable. If the Bureau is developed 
as we hope it will be, it should be possible to place from one hun- 
dred to two hundred men annually. 

To indicate the large number of colleges which have been reached 
to date, I will read a list of those which have supplied men who 
have been employed together with the number obtained from each 
one: 


Boston University 2.0.0.0... 1 University of Arkansas ................. 1 
Catholic University 1 University of Iinois .................... 

University of Kansas 2 
College of the City of New York .2 University of Missouri ............... 1 
Davidson College University of Nebraska .................... 1 
Dickinson College ....................:::00 1 University of North Carolina ........ 1 
Duke University 2 University of North Dakata .......... 1 
Fordham University ............0....... 1 University of Notre Dame .............. 2 
Hamilton College ..... 2 University of Oregan ...................... 2 
Harvard University ........................ 3 University of Pennsylvania ............ 1 
Indiana University 2 University of Virginia .................... 1 
Monmouth College ........................... 1 University of Washington .............. 2 
New York University ...............00...... 3 University of Wisconsin ............ 1 
Northeastern University .................. 1 Vanderbilt University ...................... 1 
Ohio State University ...................... 1 Wesleyan University ....................... 1 
St. Lawrence University ................ 2 Western Maryland University ...... 2 
St. Stephens University .................. 1 Western Reserve University .......... 1 
Pennsylvania State 3 Western Virginia Wesleyan .......... 1 
Syracuse University 5 


This list includes forty-one colleges located in all parts of the 


country. 
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I will now discuss the criticisms which we have received from 


various members of the Association of University Instructors in 
Accounting. 


One member objects to the following statement in the Commit- 
tee’s report for 1926 as published in the Institute’s Year Book: 


There seems to be a strong feeling that the training given in many of the 
latter (business administration) courses has a tendency to give a man a 
narrow viewpoint and that the natural qualities and outstanding ability 
which we are looking for are more likely to be found at the present time 
among students taking liberal arts. 


We are willing to admit that the first half of this sentence is 
unfortunate because the Committee is not in a position to state 
the effect of any particular kind of study on an individual. John 
R. Wildman, the member of the Committee for Placements who is 
best qualified to speak on the subject, believes that the collegiate 
education of the accountant of the future will consist of a certain 
amount of study of sciences, mathematics, literature, languages, 
history, and other so-called cultural subjects, and a certain amount 
of study of bookkeeping, economics, finance, accounting and related 
technical subjects. That is an ideal situation, but my examination 
of hundreds of transcripts of records filed with these applications 
shows quite a large percentage of colleges with courses consisting 
almost entirely of technical subjects. The second half of the 
sentence from the 1926 report quoted above was not intended to 
mean that men had better natural qualifications in the arts courses 
because they had studied there but to register our impression 
that, by and large, the men in those courses had better natural 
ability at the start since that department has more tradition and 
pulling power behind it. We hope that it can be proved that our 
impression is wrong. 

Another teacher of accounting objects to the statement in the 
revised booklet that “It has been the experience of accountancy 
firms that men graduated from cultural courses in the liberal arts 
and science develop quite as rapidly as men who have devoted most 
of their time to technical accounting study.” Strange as it may 
seem, that fact is substantiated by the experienced of a number 
of the most important firms in the country. I think it should be 
noted, however, that this sentence does not refer to men who have 
had the combined cultural and technical study previously referred 
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to. This statement, moreover, was not intended to mean that it 
was not desirable to study accounting and related subjects in col- 
lege. It was intended to encourage the academic man with desir- 
able natural qualifications to make an application. We have found 
that it is possible for us to train such men in technique although 
we should prefer to have you give them this training. But if you 
cannot catch them for your accounting courses, should we not try 
to get them for our offices and train them there? I do not see that 
this condition removes accountancy from the category of a profes- 
sion. Law was a profession when most of the legal training was 
obtained by reading law in an office. 

Another teacher states in a letter that “it is wrong to enroll in 
the Bureau for Placements only men who have not taken work in 
accounting in college.” That has never been our attitude. We 
have simply accepted men with good promise regardless of what 
they studied in college provided they had made a good record. It 
is obvious, moreover, that no man is worth anything to us unless 
and until he has had technical training. No firm is anxious to 
give instruction in the elementary work in accounting technique 
and I sincerely hope that the University Instructors in Accounting 
will be willing and able to show us that they can supply sufficient 
graduates trained in accounting who can meet our requirements as 
to other qualifications, and who are available for work in the cities 
where junior assistants are needed. We will then give serious con- 
sideration to a revision of our literature restricting these positions 
to such men. 


THE GROWTH OF THE CONTROLLER AND THE BUS- 
INESS ADMINISTRATION CURRICULUM 


By Cuester F. Lay, University of Texas 


At the third International Management Congress in Rome last 
May, the president of the Taylor Society referred to “the widen- 
ing interest throughout the world in organization as such, especial- 
ly in the organization of work.” In America this interest is prob- 
ably keener to-day than at any time since Taylor himself labored 
so fruitfully in the cause of “scientific management;” and there 
is plenty of evidence that accounting teachers and their colleagues 
in our schools of business are vitally interested in the organization 
of educational work. 

“The fundamental problem of education is the curriculum,” and 
improvements in its organization are as unending as changes in 
society at large, and in business activities especially. Education 
in university schools of business is still in the experimental or 
possibly the transitional stage, passing from the period of the awk- 
ward overgrown boy to that of well-knit young manhood. These 
considerations underlie the proposition presented in this paper: 
a proposition involving the way business is organizing for its work, 
the way our educational program in business is organized, and the 
problem of correlating business and educational organization, with 
special reference to the part which may and should be played by 
university teachers of accounting. Accounting was the heart, if not 
the backbone, of business training when in its infancy, largely be- 
cause accountants were in closer touch with actual business opera- 
tions than others who comprised the early faculties in institutions 
offering such training. Is there danger that accounting may lose 
its position of preeminence as our schools of business grow to man- 
hood ? 

It should be assumed for this discussion: (1) that our purpose 
is to train men who will eventually become responsible business 
executives or such professional technicians as public accountants; 
(2) that day schools and not night schools are under discussion ; 
(3) that two-, three-, and four-year schools are all under discus- 
sion; (4) that both (a) schools of the unified general curriculum 
type (the so-called “Chicago plan”), as well as (b) those whose 
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subject matter is departmentalized into separate groups which are 
more or less watertight are included. 

University training for the higher positions in business is still 
relatively new, and is, of course, far from perfect. One serious 
defect commonly found arises from the practice of student special- 
ization in one or two relatively narrow lines such as public account- 
ing, advertising, banking, foreign trade, insurance, and marketing, 
to the neglect of the consideration of the interdependence of these 
various aspects of business operation. Nearly all of the leading 
schools permit or encourage such specialization in one from among 
four to fourteen fields of concentration. No doubt this is a con- 
siderable improvement over the full elective system, but there is 
reason to believe that most leaders in business education favor 
some plan to secure greater correlation of the subjects offered. A 
year ago this thought was expressed by a committee of distin- 
guished business executives appointed to summarize the views of 
the Conference on Business Education at the dedication of the new 
Graduate School of Business at Stanford. “Emphasis,” they said, 
“must. always be placed on the unity of the management process, 
and on the necessity of handling all the affairs of a business, de- 
partmental as well as general, with a view to the needs of the bus- 
iness as a unified enterprise.” 

Various methods are available for coordinating the student’s 
knowledge and abilities. Introductory surveys of the entire field 
of business administration are used by a number of universities. 
It may be possible that eventually the problems and practices of 
each departmental manager may be taught so as to stress relation- 
ships of each executive to the activities of others, and to the needs 
of the organization as a whole. Certainly improvement can come 
from greater care in arranging the sequence in which various units 
of subject matter are presented. The preparation of a senior thesis 
with roots in different departmental fields, and the requirement of 
a final examination covering the entire field of business training, 
are also useful. In recent years there has become evident a ten- 
dency to offer a special course in the senior year whose prime pur- 
pose to tie together the material presented earlier. Courses in 
business policy illustrate this trend. Of course, schools differ in 
size, history, geographical setting, and personnel; and consequent- 
ly the exact method used need not be standardized. However, the 
last method cited seems especially well suited to the purpose; and 
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it is one that can be used alone or in conjunction with other devices. 
It seems likely to find a place in most of our schools. 

Since we are primarily interested in accounting, the question 
may be raised whether it is not the task, or rather the opportunity, 
of the accounting staff to develop and offer this organizing, unify- 
ing course for accounting majors and for the entire school. The 
justification for an attempt by accountants to preempt the field 
lies in the fundamental relationship of accounting to other subject 
matter, and in the recent broadening of the accountant’s respon- 
sibilities in the world of business action. We have followed a 
sound principle of curriculum construction in organizing subject 
matter around the work of specific executives, with resulting 
courses, for example, in sales management, factory auditing, and 
auditing dealing with the duties of the sales manager, factory 
superintendent, and public accountant, respectively. Is there to 
be found in actual business operation an executive whose task re- 
quires a knowledge of the various departmental activities, with 
the necessity of coordinating them so as to secure a well balanced, 
harmonious organization, working for the interests of the business 
as a whole? If so, would we not be justified in building the final 
unifying course around his work and responsibilities. 

One immediately thinks of the president, or general manager, 
but has the typical chief executive, working alone, been able to 
secure the desired control? The president or general manager of 
a growing concern finds that he must delegate a great part of his 
line duties, or be swamped by the very mass of work. An early 
division of delegated work was between the three departments of 
production, sales, and finance. Later, purchasing and personnel 
departments were introduced. Now we continue to find separate 
departments existing not only for the activities already named, but 
also for credits, collections, traffic, statistics, research, accounting, 
claims, engineering, office, legal, and public relations. Indeed, ten 
to fifteen departments reporting direct to the general manager are 
not rare nowadays among large organizations. 

Like Topsy, the typical organization has “just growed.” The 
general manager has usually been too busy to realize that his 
organization might have been deliberately designed or altered as 
one might build a machine: for work of a definite kind, with each 
part planned to coordinate with the others. Instead he has added 
new departments as indicated and required by the pressure of work 
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and the type of candidate available to assume charge of the new 
department. 

Naturally the head of each kind of work is inclined to consider 
his own of primary importance. This feeling, coupled with the 
tendency of each to expand his own domain, inevitably results in 
turmoil and confusion. Operation at cross purposes, overlapping 
of activities, jealousy, and friction too frequently characterize the 
relations of department heads, with loyalty to the firm as a whole 
conspicuously lacking. Even if the picture as painted be too black, 
it has nevertheless come to be recognized by the chief executives of 
most large businesses, that the most pressing problem facing them 
is neither that of manufacturing goods, nor that of selling, but the 
problem of controlling the organization through coordination, so 
as to get teamwork in executing a unified program. 

The accountant is quick to point out that such a line executive's 
chief need is for a comprehensive system of records and reports, 
with a budgetary system based upon them. And how is this essen- 
tial function of providing and interpreting information for control 
purposes provided for in the older organization plan? In too many 
cases cost records are prepared by the factory department; adver- 
tising records by the statistical department; credit and collection 
records by the finance- department; special records and files by the 
general office; while information relating to the financial condition 
and operations of the business is handled by the accounting depart- 
ment. Obviously the work involving records and reports is, in 
such case, hopelessly scattered throughout the organization. It is 
done as a side line, and therefore does not command enthusiastic, 
specialized, impartial, and prompt effort. Consequently reports to 
the management are usually presented tardily. Often they are 
biased in favor of the department reporting concerning its own ac- 
tivities; usually they are not designed to conserve the manager's 
energy and time; nor are they timed or designed so as to make 
possible comparisons of the work and conditions in different depart- 
ments. Without comparison, the manager cannot satisfactorily 
establish and maintain operating and financial standards, includ- 
ing the budget as the final summation of all standards of accom- 
plishment. 

Out of such confusion and necessity there has arisen a new 
executive—the controller—-whose activities are all directed toward 
making possible managerial coordination and control. His appear- 
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ance is so recent, and has been discussed so little, that the trend 
and its significance needs emphasis. As chief accountants of de- 
partment stores, controllers, so-called, have been before us for some 
time, through their organization, the National Controller’s Con- 
gress. Their work, however, is now being broadened in many stores 
to include vital control activities in addition to accounting. In an 
increasing number of the better organized and managed manufac- 
turing concerns, the controller is being established as an executive 
of the first rank. Of most recent interest, is the creation at Hous- 
ton this fall, in connection with the American Bankers’ Associa- 
tion convention, of a national body of bank controllers and audit- 
ors, representing local “chapters” with some five hundred members. 
And in many concerns of large or medium size, a real controller 
is at work under another title—assistant to the president, general 
auditor, head accountant, treasurer—and less often as industrial 
engineer, head statistician, office manager, and the like. 

Since the position cannot always be identified by name, the func- 
tions performed must be noted. As is true of all executives, espe- 
cially when first being recognized by the managerial organization, 
there is no precise uniformity of duties assigned the controller, 
nor is there entire agreement among students of organization theory 
as to what his task should be. Indicative of a broad conception of 
his field of usefulness, and one in keeping with his central task of 
facilitating coordination, and which will therefore probably come 
to prevail generally, is the list of duties of the bank controller 
which has lately been submitted to the conferences of such officers 
in twenty-seven cities, for discussion. 


Installation, preparation, and interpretation of accounting records 

and statements. 

2. Internal auditing. 

3. Statistics. 

4. Research, both economic research and continuous surveys of methods 
and results of all internal departments. 

5. Standardization of procedures. 

6. Budget preparation and enforcement. 


In justification of the practice of concentrating the accounting, 
statistical, research, office, and budget work under a single official, 
the following benefits and economies may be cited. First, other 
departmental managers are relieved of work in which they are 
neither expert nor primarily interested. Second, the system of rec- 
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ords is designed for the firm as a whole, and as a consequence is 
comprehensive, prevents duplication, and provides information in 
a uniform manner, making comparisons between departments pos- 
sible. Third, the reports to be prepared are designed by an impar- 
tial expert, whose interests are in harmony with those of the chief 
executive and board of directors. Fourth, reports are prepared 
promptly since definite and undivided responsibility for them falls 
upon one particular executive. Fifth, the methods and procedures 
involved in recording and reporting information are established by 
an expert able to select or design economical systems. Sixth, and 
finally, the installation and successful operation of a budget system 
is made much easier, since other departmental executives are re- 
lieved of numerous routine burdens in that connection. 

Last spring, at a Financial Executives’ Conference of the Amer- 
ican Management Association in Chicago, the discussion indicated 
approximate agreement with the foregoing, as they attempted to 
define the responsibilities and status of the controller in manufac- 
turing industries. Other duties were named, however, as essential 
to his proper functioning, namely, office management and a con- 
tinual study of company policy and of organization structure with 
a view to their improvement. 

The controller in business is essentially a functional, rather than 
a line executive. He has line authority over only those employees 
working under his supervision in accounting, statistics, and the 
like. He has functional authority over all departments in matters 
assigned to his jurisdiction, but such authority is exercised through 
the line executives such as factory superintendent, sales manager, 
and treasurer. Like the personnel manager, he can justify his ex- 
istence only through service to the line executives, departmental as 
well as the president or general manager. These functional duties 
are: (1) information collection and interpretation through account- 
ing, statistics, and research, primarily as an aid to the line man- 
agement; (2) development and establishment of standards of pro- 
cedure and accomplishment for the various departments, including 
budgets, both departmental and general; (3) continual study of 
company policies, and of the organization designed to execute 
them—in other words, the function of independent inspection. In 
brief, where his essential nature is recognized the chief line execu- 
tive, the president, has delegated to him the function of administra- 
tion or coordination of the business as a unified enterprise. 

It was Frederick W. Taylor, founder of the “scientific manage- 
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ment” movement, who elaborated the age-old principle of division 
of labor, by adopting the separation of planning work from per- 
formance. This was fundamental but revolutionary, and the idea 
has only recently gained any very general acceptance. 

The president or general manager, and each departmental man- 
ager, is primarily concerned with operations or “performance ;” and 
since careful planning must be provided for in organizations of the 
size and complexity common to-day, it must be provided in the form 
of advisory assistance to the line executives. This provision for ad- 
visory assistance to business managers is doubtless the greatest 
single improvement made in organization methods for a full gen- 
eration. The maintenance of a control department conforms to the 
principle that planning should be separated from peformance, by 
the means of supplying advice to the operating executives. The 
entire work of the controller may be thought of as advisory to the 
general manager and to other department heads, supplying them 
with facts and interpretations of facts essential to sound man- 
agerial planning. This is probably most clearly seen with reference 
to the controller’s work as designer and “facilitator” of the budget- 
ary program, that most popular of recent improvements in man- 
agerial methods. Sound theory of organization would seem to per- 
mit, and experience in our larger enterprises may eventually justify, 
the establishment of the controller with status on a par with the 
president, the latter responsible for actual operation, the former 
charged with the formulation of plans, and procedures, and, as a 
logical consequence, responsible for the managerial control by 
which policies and programs are enforced, both the planning execu- 
tive and the operating executive being subordinate to the chairman 
of the board. 

In sketching the position of the controller, actual and prospec- 
tive, it is recognized that his status varies as between banks and 
railroads, factories and trading houses; as between small and large 
establishments; as between the older and the newer business sec- 
tions; and as between companies that have as contrasted with 
those which have not definitely attempted to mould their organiza- 
tion structure to the requirements of operation under modern con- 
ditions. It is not necessary to agree as to details of his work, so 
long as we recognize his nature as a specialist in information, and 
the planning based upon information. 

We see, then, the emergence and growth of the controller as a 
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first rank executive in a large number of leading companies, at a 
rate indicative of a decided trend; and we find that bankers, manu- 
facturers, department store managers and such public accountants 
as Andersen, McKinsey, Pace, and Price-Waterhouse are encourag- 
ing his specialization in‘*a field which students of the development 
of business organization recognize as distinctive and the logical 
next step. Are not instructors in accounting, therefore, responsible 
for presenting the duties and techniques of such a significant execu- 
tive to their students? And should this not be presented as a sep- 
arate unit of instruction, as is done for the public auditor? If so, 
have not accounting instructors a legitimate claim to the task of 
coordinating the entire business curriculum by means of the prob- 
lems of the controller, who coordinates the activities of the depart- 
mental executives whose techniques have been presented in other 
courses ? 

We are attempting to give such training at the University of 
Texas; and several other schools represented in the American As- 
sociation of University Instructors in Accounting have courses 
which probably could readily be moulded to assume this responsibil- 
ity. Neither time nor inclination permits presentation of the con- 
tent and method of our course, except to state its main divisions, 
which are: (1) business policy; (2) managerial organization; and 
(3) control devices, particularly standardization of procedures and 
budgetary control. It may be added that the Texas Society of 
Certified Public Accountants has included such a course in their 
recommended curriculum. 

A separate study of controllership as a program in accounting 
would seem desirable for two distinct purposes. First, it would 
add materially to the usual accounting training. It would enable 
students to appreciate the high uses to which accounting work is 
put, and thus would vitalize instruction by fitting technique into 
its place in actual management; it would offer students some in- 
sight into, and preparation for the outstanding positions for which 
accounting trains. 

The second purpose for which controllership may be studied is 
to serve as a unifying, organizing course for all business admin- 
istration students. A number of advantages of such a course may 
be listed. It would provide specific and concrete subject matter 
requiring judgment formation, based upon an understanding of the 
principles applicable to production, marketing, financing, and the 
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like; it would draw together the students’s knowledge of various 
functional fields, showing their interdependence, an absolute es- 
sential for schools operating on the so-called “Chicago Plan;” it 
would tend to balance the effects of specialization in the great 
majority of schools, in which students major in one specialty, for 
example, banking; it would provide a spur for teachers pushing us 
out into business houses and into other research, gathering cases 
and problems with which to present the new courses. Further, it 
would put accounting teachers in possession of a field which sound 
organization theory would assign to the accounting department— 
a field of the utmost importance and yet so undeveloped that it 
must be cultivated, and which will be cultivated by others if the 
accounting department does not see its opportunity. 

Objections will be presented to this suggestion, and they are 
necessary, for all possible light is never too much when we attempt 
to look into the future. To clear the path, a few objections are 
mention, together with some rebuttal. First, it may be urged that 
we are already afflicted with the pernicious disease of “coursitis,” 
and that this proposal merely adds another. If controllership is 
to be taught merely to round out the accounting training, the ben- 
efits must outweigh this objection or the case fails, but if in ad- 
dition it is used as a coordinating device, it eliminates the special 
coordinating course, such as “Business Policy.” Second, in some 
schools “Business Policy” has the advantage of squatter’s rights. 
As a working arrangement in such schools, controllership could be 
given without including policy, and either parallel to or following 
that subject. Third, it may be thought that the position of the 
controller is not yet sufficiently recognized and stabilized in the 
world of business to justify action on the part of accounting teach- 
ers. Yet we have not waited on universal acceptance of the person- 
nel manager, to take a similar case, before offering a course in 
personnel management. Rather than endeavoring to be sure that 
there is a controller in every business, ought we not to consider 
also whether there ought to be one there? If business needs the 
controller, and analysis of the problems of business management 
under changing conditions leaves less doubt each year than before, 
then can we not go forward in confidence? Besides, there is need 
in every school of courses, largely experimental, “with a vision to 
the future.” A lively appreciation of our fallibility as prophets 
will not excuse us from using our best judgment in anticipating, 
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through the curriculum, the future needs of our students. Fourth, 
it may seem that the lack of teaching material would indicate the 
wisdom of waiting. There is, however, real satisfaction in keep- 
ing our training closely integrated with changing business or- 
ganization and procedures; and for those who have kept alive the 
divine spark of curiosity, there is still more satisfaction in the 
business contacts and research that will be demanded for successful 
pursuit of a pioneer task. 

In weighing the proposal, three thoughts continually recur: (1) 
if there be any place for scientific management, it is to be found 
in the administrative or control function in business; (2) the 
broadening base of stock ownership and the increasing interest of 
all classes in the internal operation of business, inevitably press 
toward the emergence of a scientific and professional management 
of business enterprise, capable, independent, and respected alike 
by capital and labor; and (3) the controller is a forerunner of this 
professional management, for the coming of which we all even now 
work without ceasing. 


DEVELOPMENT OF HIGH SCHOOL COMMERCIAL 
CURRICULUM AND UNIVERSITY COURSES 


By A. L. Prickert, Indiana University 


The problem of curriculum construction has been constantly with 
us ever since educators many years ago felt the necessity of formu- 
lating a definite program. Though interest in curriculum growth 
and revision is perpetual, there are times when activity becomes 
most intense. The problem is pressing and stupendous right now 
because of certain changes in the industrial and social fabric. Aft- 
er close contact with a score or more of the leaders in commercial 
work both in the secondary and in the college divisions, one ap- 
proaches the intricate subject with due humility. We are not con- 
vinced with the overenthusiastic that the solution has been happily 
devised by an individual here or there or by groups pursuing sim- 
ilar aims. The field is open. It is a challenge! 

Certain factors well known to all have created a situation call- 
ing for new diagnosis. Among the more evident changes are: 


1. Industrial progress. The application of science to processes and 

methods; the extension of industrial competition ; integration and com- 

bination; wide application of machinery; minute division of labor; 

breakup of the clumsy, extravagant apprentice system; the function- 

ing of vast complicated forms of organization. 

Progress in distribution whereby place utilities are created. 

3. The perfecting of distinct functions such as financing, purchasing, 

storing, personnel. 

Changes in social life. Disorganization of family life; commercializing 

of all home work and recreation; growth of urban population; preva 

lence of women in business and industry. 

5. Increase in variety of clerical occupations and in relative numbers so 
employed. 

6. Great increase in school enrollments. 

7. Changes in the philosophy and doctrines of education and in their 
application. 


Extensive studies of the activities which prevail and the training 
necessary or desirable to prepare individuals to take their places 
in organized society at the close of their school days, have been 
made. Where bookkeepers were in demand twenty years ago to 
take complete charge of a set of books, nowadays it is the entry 
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clerk, the payroll clerk, the billing clerk, etc., who is employed, and 
at rather low pay. The conclusion of an important city survey 
was that “bookkeepers do not even need to know double-entry book- 
keeping.” The conclusion could with truth have been that “book- 
keepers” (so-called) often do not need to know any bookkeeping. 
Over ten per cent of all people in wage-earning industries may be 
classified as “clerks.” Someone has well asked: “Are we not be- 
coming a nation of clerks?” Other aspects will be developed as we 
proceed with the discussion. 

Commercial education was at first a private undertaking. Cin- 
cinnati, Pittsburgh, Boston, St. Louis, and New York City had 
private business schools of good quality and of recognized leader- 
ship before 1850. Penmanship was at first the staple product. 
Later bookkeeping, commercial arithmetic, spelling, letter writing, 
and business English were added. About 1870 the typewriter ex- 
erted its influence and stenography and typewriting received con- 
siderable stimulus. Private schools dominated the field from 1850 
until the nineties and still perform an essential function. Their 
existence and success is now dependent upon quality and contact 
and upon recognition of the thing they can do best. Duplication 
and competition with the high school will generally be unwise. The 
thing we are most interested in here is the fact that the business 
college pioneered the commercial wilderness and made trails 
destined later to be widened, vastly extended, and converted to 
modern highways. . 

Many different types of organizations besides the business college 
have and are taking a hand in commercial education or, if we wish 
to restrict our subject, in the teaching of bookkeeping and account- 
ing. Among these organizations are: correspondence schools (spe- 
cialized, general, and public) ; Y. M. C. A., and similar institutions; 
corporation schools; high schools (general and special); junior 
colleges; post-graduate units, etc., etc. We cannot dwell upon 
these individually. Many of them share the common weakness of 
neglect of fundamental education, outside the restricted technique 
of the vocation. They all have a function to perform and in the 
absence of a unified public school and college program fill in the 
gap. Our attention will be confined more particularly to the junior 
high school, the senior high school, the junior college, and the 
university. 

In the development of curricula over a period of time, subjects 
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do not maintain a stable position but shift up or down. They also 
change materially in content, retaining the same title, or changing 
title with unaltered subject matter. Furthermore there is sub- 
division and combination going on continuously. Three distinct 
tendencies are noticeable in the shifting of subjects or courses. One 
group has moved downward. Language and literature, mathemat- 
ies, science, and philosophy, for example, have pushed downward 
from college through the freshman year and down into the high 
school. Mathematics has penetrated the elementary grades, and 
language is drawing closer. As these courses have moved down- 
ward, they either remained unchanged in scope of content or ex- 
panded. 

Group two is made up of the classics. Greek and Latin have 
moved up to the college from high school and at the same time the 
requirements have been doubled. 

The third group is the commercial subjects which have been taken 
over from the private business school and enlarged upon in both the 
high school and the college simultaneously. 

Something of the importance and necessity for a coordinated cur- 
riculum may be indicated by a few significant figures. Approx- 
imately thirty million people or over twenty-five per cent of our 
entire population, are either going to school or teaching those who 
are going. Of these about eighty per cent are in the elementary 
schools, thirteen per cent are in the high schools and the balance 
above. 

The number of students taking secondary commercial education 
has increased much faster than either population or enrollment in 
secondary schools. From 1918 to 1924 the enrollment of public high 
school students jumped from 2,084,218 to 3,037,250, or fifty-seven 
per cent, whereas commercial students in public high schools in- 
creased from 278,275 to 540,975, or ninety-seven per cent.* 

The public high schools have been rapidly taking over from the 
private schools the responsibility of providing commercial educa- 
tion. Note the change from the following figures: 


Enrollment 1893 1915 1918 1924 1925 
Private Commercial Schools 115,748 183,286 289,579 188,363 
Public High Schools 15,220 208,605 278,275 540,975 


*U. S. Bureau of Education. Bulletin No. 31, 1920, p. 4; No. 19, 1920, p. 188; 


No. 40, 1925, p. 2. 
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In the last five years, the percentage gain of commercial stu- 
dents is about one-third; approximately seventeen per cent of all 
high school students are in commercial courses. It is evident that 
this situation must have a bearing on university courses. In less 
than ten years the attendance in the business departments of our 
universities has increased from 12,000 to 80,000.. Accounting has 
the lion’s share, with 27,000. These figures are for 1924. Total at- 
tendance in the 211 institutions of the Association of American Uni- 
versities has increased twenty-five per cent (from 12/1/22 to 
12/1/25), i. e., to a total of 410,712. 


Tue Junior ScHooL 


President Elliot in 1888 advocated educational reorganization 
akin to the junior high school movement. The agitation was con- 
tinued by other able leaders, but nothing much was done. The plan 
was put into effect in Richmond, Indiana, in 1895, and in Craw- 
fordsville in 1907. For the most part, however, the junior high 
school is of much later development. Different combinations have 
been advocated and tried but we shall restrict our comments to 
the 6-3-3 plan which places grades: 7, 8, and 9 in the junior high 
school. 

Although of much later origin than the senior high school, the 
junior high school is being considered first. It occupies an im- 
portant position in any plan for unified commercial education. The 
six years of elementary school represents the “terra firma” upon 
which the pre-vocational foundation is laid in the junior high 
school. Following general curricular history, commercial courses 
have more recently been pushed back from senior to junior high 
school without much change in materials. Note for example type- 
writing, commercial geography, penmanship, and bookkeeping—all 
offered in the eighth and ninth years and to some extent in the 
seventh. 

The entering wedge of commercial courses brought about further 
expansion and variety of electives in the lower division. Opinion 
then began to crystallize in favor of a more general course in the 
elements of business training, generally called junior business 
training. The objective was to provide a required elementary 
course which would explore the field of business, and help the 
student to discover his natural aptitudes and abilities. Oppor- 
tunities and requirements were to be placed side by side. The 
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student was to be thereby encouraged to remain in school and to 
pursue further those things at which he might do well. Boston 
has a carefully worked out junior business training course running 
over the three years 7, 8, and 9,. Electives follow the general course. 
In addition to offering a “try-out” for students anticipating entering 
commercial work, the curriculum also offers general cultural values 
for all students. 

While the introductory course surveys business, it is in itself 
composed of usable materials of direct worth. General business 
principles, methods, and practice are supplemented with definite 
training which will be valuable to the student who must soon qualify 
for a position. “An introduction to bookkeeping” a representative 
text explains “is given through a study of records kept by indi- 
viduals, families, and social or school orgaizations. These records 
do not require a knowledge of bookkeeping principles, but their use 
does give training in general bookkeeping methods which will make 
it easier for a pupil to understand records used in his bookkeeping 
course.” Business practices in making use of accounts, bills, in- 
voices, checks, drafts, receipts, filing systems, insurance, etc. in 
everyday matters are taken up. The student becomes familiar with 
deposit slips, bank balancing, making change, filling out billing 
and receiving records, freight bills, invoices, in writing letters. 
He is trained in the understanding and use of English, graphs, 
diagrams, tables, encyclopedias, dictionaries, handbooks, train 
folders, directories, answering the telephone, sorting and arranging 
mail, caring for office supplies, labeling, making signs, ete. In 
addition the enjoyment of leisure, physical and mental fitness, 
character are stressed. 

Junior business training acquaints the student with the varied 
character of business activity and the part he can take in it. 
Simple practice is given to prepare for employment. Informational 
and vocational subjects parallel each other in the curriculum 
simultaneously. A taste is given of secretarial, accounting, and 
merchandising work. The junior is aided in selecting an occupa- 
tion, in planning and preparing for it, in entering it, and in making 
progress thereafter. Of course, specific training could not be given 
for all the possible office jobs. Equipped today, he may in a few 
years be derelict through obsolescence unless given a forward- 
looking attitude and some of the broader conceptions. At the 


ew 
all 
at 
ess 
ur 
as 
at- 
ni- 
to 
ion 
on- 
an 
W- 
igh 
ave 
to 
igh 
the 
im- 
The 
on 
igh 
ses 
igh 
pe- 
all 
the 
her 
ion 
the 
ess 
ary 
the 
or- 
The 


58 The Accounting Review 


same time there is home-making and further study to be kept in 
mind. 

Drop-outs are certain to occur, and all should be done which 
can be done for those students who terminate their schooling early. 
On the average twenty-four per cent drop out during 7-8 and twenty- 
eight per cent of 7-8 in 8-9; two-fifths of those entering the seventh 
never go to the ninth grade. Juniors usually withdraw to 
fill minor positions, becoming office clerks, filing clerks, shipping 
clerks, typists, addressograph and mimeograph clerks, general clerks, 
messengers, etc. However, a majority of students will go on into 
senior high school; and their training will for the most part be sim- 
ilar to that of those who do not go on. Exceptions would be where 
a student knew definitely that he had to quit and worked to that 
end. We have emphasized the commercial work—a variable—but 
have not intended that one should assume that constants such as 
social studies, music, mathematics, general science, etc., should be 
omitted; by no means! 

From our point of view one of the most significant facts to be 
noted from the junior high school movement is the opportunity 
to familiarize young students with business, to test their apti- 
tudes, and to enroll in the advanced-commercial work of the senior 
high school only those pupils who have demonstrated their fitness 
for such work. It is a great mistake to train people to do things 
for which they are not mentally and physically equipped. Nor is 
it wisdom to flood certain occupations or jobs so that the wage rate 
is depressed. There is that danger for the junior, whereas the more 
advanced student suffers from continuing in something he cannot 
do creditably. The effect continues on into college. 


Tue Senior 


The high school (now modified as the senior high school) made 
its real beginning with the English Classical School of Boston in 
1821. The fact was early recognized that students should be pre- 
pared for life’s duties whether “merchantile or mechanical.” In the 
course of study for 1823-24 provision was made for single- and 
double-entry bookkeeping. The subjects introduced were taken 
from private academies and the high school now offered at public ex- 
pense what had previously been obtainable only through private 
sources. The movement got under way slowly and did not manifest 
much strength before 1870. From 1820 to 1869 but 349 public high 
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schools had been established, whereas from 1870 to 1899, 2628 were 
established. It is apparent, then, that the junior high school idea 
did not take root until the senior high school as an institution had 
well matured and had reached a point where its usefulness was a 
matter of study and discussion. 

After 1880, the tendency to drop certain subjects, such as 
“Evidences of Christianity,’ manifested itself and English and 
social studies gained headway. English is one of the few subjects 
which has held its own and increased in importance in the curricu- 
lum. A study by Ohio State University of the high schools of that 
state revealed the fact that in the earlier days (about mid-century) 
navigation, mineralogy, moral science, four kinds of philosophy, 
etc., were taught. These were dropped, and history, civics, econo- 
mics, biology, science, manual training, etc., added. As many sub- 
jects were taught before as now but their character was very 
different. 

Leaders in secondary education have formulated the aims of 
that division of our educational system. In general, they are stated 
to be: 

1. Health 
Command of fundamental processes. 

Worthy home-membership. 
Citizenship. 
Vocational education. 

6. Proper use of leisure. 

7. Character. 

Some of these objectives involve considerable difficulty of inter- 
pretation. Personal opinions and convictions are not wanting but 
conclusions based on facts are few. One of the storm belts is 
“vocational education.” 

In discussing content, method, and sequence, progress has been 
made. We cannot mention all the trends here which merit comment. 
Some of them are: 

1. The view that “the logical arrangement of materials of instruction” 
should be a dominating influence has been largely superseded by the 
belief that a “functional analysis of life activities and needs” should 
govern. 

No single typical curriculum can be universally uscd. 
3. An irreducible minimum of general training must not be cut into by 
vocational subject matter. 


4. The educational value of subjects is more or less dependent upon how 
they are taught. 
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Three groups must be provided for: (1) those who will enter col- 
lege; (2) those who will leave high school to go to work; (3) those 
who will do neither (1) nor (2) but want a general liberal arts 
education. 

The senior high school has its constants, such as English, social 
science, natural science, mathematics, fine arts, and practical arts, 
Numerous variables are offered as electives so that several different 
special courses of study can be arranged. From our viewpoint, 
the following in particular are stressed : 

1. Accounting. 

2. Secretarial work. 

3. Salesmanship. 

4. Clerical work. 

In these, the senior high school is looked upon as the semi-voca- 
tional part of the structure built up from the pre-vocational junior 
high school. These courses have in mind those children who look 
to the high school as an end. The other group which looks upon the 
senior high school as a preparatory beginning will be taken up 
shortly. 

Many drop out. From the ninth to tenth grades, forty-four per 
cent are lost; tenth to eleventh, twenty-nine per cent of previous 
grade; and eleventh to twelfth, twenty-five per cent of previous 
grade. Not so many leave the senior year. A New York survey 
covering 245,000 employed boys 16-18 years old indicated that less 
than fifteen per cent had to go to work, and that there was much 
shifting from job to job. Since over half of our population from 
14-21 are wage-earners the problem is a far-reaching one. 

The senior -high school commercial curriculum has been built 
around bookkeeping. Research shows, however, that bookkeeping 
and accounting provide employment for only about ten per cent 
of commercial employees. Selling calls for the most, general cler- 
ical work, second, and secretarial work and bookkeeping absorb 
about the same. Exact per cents are somewhat misleading as 
there is a tendency for persons replying to misinterpret their jobs. 
Ten years ago we began to realize that not all commercial work 
open to high school students was bookkeeping, stenography, and 
office practice, and in recent years selling and other types of em- 
ployment have become of considerable importance. What is needed, 
then, in the high school commercial course is not so much train- 
ing in mere technical skill in production as emphasis upon get- 


t 
] 
f 
f 


ew 


col- 
hose 
arts 


ial 
rent 
vint, 


oca- 
nior 
look 
the 


| up 


per 
ious 
ious 
rvey 
less 
uch 
rom 


yuilt 
ping 
cent 
cler- 
sorb 
as 
jobs. 
vork 
and 

ded, 
rain- 
gen- 


High School Curriculum and University Courses 61 


eral understanding of business (commercial intelligence). How- 
ever, the emphasis upon bookkeeping is still justified, if the work 
is properly presented, as the bookkeeping course can readily be 
made to meet this larger need. Since bookkeepers per se are not 
in great demand, bookkeeping should no longer be taught exclus- 
ively from that obsolete viewpoint. Instead the approach may be 
tied to business itself and the functions of accounting brought. out. 
Long sets should be replaced by exercises and short problems. The 
set employed to unify the whole treatment gains nothing by being 
long and complicated. In addition to having specific vocational 
bearing the material should lead to an understanding and appre- 
ciation of business operations, procedure, analysis, methods, in 
such a way as to make a more intelligent and effective employee, 
whatever his duties. This is the larger field and the one present 
research justifies. Detroit expects its teachers of bookkeeping “to 
emphasize the social and economic viewpoints.” The commercial 
work of the senior high school cannot, as it did ten to fifteen 
years ago, train almost exclusively for bookkeepers and stenog- 
raphers; only approximately ten to fifteen per cent of those study- 
ing either subject will actually engage in that occupation. Many 
positions of less standing pay as well. The pay is based more 
on ability and quality of work than on title of position. 

The number of machine operators required in some communities 
has given rise to special courses in machine bookkeeping and in 
machine calculation. This work is commendable if the supply of 
students does not exceed the demand. Special high schools of 
commerce are a distinct advantage in certain cities. Not every 
community should attempt the same things. An analysis of needs 
is a prerequisite. It is worth noting that one of the successful 
schools giving machine training writes thus: “We feel that the 
success of our pupils is not alone due to the technical training 
which we give, but to the fact that a considerable amount of social 
studies and academic training are required of our commercial stu- 
dents.” 

Most of the high schools give a two-year study of the subject of 
bookkeeping. When bookkeeping was purely a technical tool of 
restricted application, it was perhaps satisfactory to offer it early 
in the high school curriculum so that more might avail themselves 
of it. Now that its character is changing, it seems desirable to 
offer it the last two years, when a better background is available. 
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This is in harmony with the results of a study of ten commercial 
subjects of high school grade covering three points: 

1. Needed in getting a job. 

2. An aid in learning further details. 

3. Showing the meaning of large factors. 

Bookkeeping ranked average in (1) and high in (2) and (3). Ae. 
cordingly, some persons have advocated that specialization be de. 
layed until the last year of senior high school and be continued 
for a post-graduate year. For other students, however, it is de 
sirable to arrange one-, two-, and three-year vocational courses, 
and offer subjects at the proper place for their benefit. 

Various plans have been offered whereby the pupil may obtain 
practice and contact previous to regular employment. Pupils 
work part time with business concerns, the American Legion, the 
Red Cross, the school offices, the chamber of commerce, etc. An- 
other plan is to do the work “at the school,” for these organiza- 
tions. All these schemes are of special use to those terminating 
their school days before or upon finishing high school. Such pupils 
also receive instruction in group relations, ideals for valuation and 
conduct, opportunities for them and abilities required. High 
school pupils should be tested by the latest approved methods to 
aid in proper vocational guidance. 

New York found one-third of those entering high school were in 
the dull-pupil group, and to a considerable extent headed for com- 
mercial work. It was found that the dull girl (by test) could be 
trained to operate office machines, and if she had the “looks” and 
a pleasing manner, to sell at retail. They were tried out on the 
cooperative plan; they were steered away from accounting and 
stenography ; individual differences were recognized. 

Those who expect to continue in college are urged to select the 
college preparatory course to meet the requirements of the school 
they wish to enter. Several high schools have just one preparatory 
course based on liberal arts requirements, but others offer prepara- 
tion for college entrance in arts, engineering, and special academic 
courses in foreign language, mathematics, science, commerce, etc. 
Students who do not expect to enter college substitute vocational 
English for college preparatory English, industrial business for 
political history, etc. Students expecting to enter college elect 
studies to that end, particularly in the eleventh and twelfth grades. 
In other respects their training is similar to that of other students. 
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Bookkeeping could well be taken by these prospective college stu- 
dents toward the end of their course. 

College entrance requirements are perhaps too much influenced 
by old standards and should be broader. No student should be 
encouraged to go to college unless he can benefit adequately from 
so doing. The handbook of one high school surveyed (Winnetka, 
Ill.) asks its’ students point blank: “Ought you to go to college?” 
and then explains who should and who should not go, stressing 
mentality, purpose, aspirations, etc. Not all who have the op- 
portunity should seek admission to the university. It is certainly 
true that many who come for commerce work and enter the ac- 
counting course have no place there. It is an injustice to them. 
They not only receive slight benefit but would actually be better 
off psychologically if they had never come. The place to get that 
truth to them is, if possible, within the portals of the high school, 
and not either within the university or at its doors. 

A great responsibility thus falls upon the high school teacher, 
and it is noteworthy that the new teacher training requirements 
are pointed toward making teachers available who will understand. 
Three-fourths of the states accredit teacher training institutions. 
Two to four years training beyond the high school are generally 
required. Some high schools hire no teachers without a master’s 
degree. There is also a tendency for prospective teachers to spe- 
cialize in their subject matter courses and method courses. There 
are too many subjects (twenty or more) of a commercial nature 
being offered in the larger institutions for the teacher to be able 
to handle them all. 


THe COLLEGE 


The Indiana law in 1816 provided for “a general system of edu- 
cation, ascending in regular gradation from the township schools 
to a state university wherein tuition shall be gratis and equally 
open to all.” Much later this idea was interpreted as meaning 
that “regular gradation” necessitated something between high 
school and university. That something is the junior college. In 
1852, H. P. Toppan called attention to the need. President Folwell 
of the University of Minnesota, and Present James of the Uni- 
versity of Pennsylvania, a generation later, expressed similar 
views. In 1883, the University of Michigan recognized the lower 
division but later abandoned the distinction. In 1892, the Univer- 
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sity of Chicago had the academic and university and in 1894 the 
junior and senior divisions. President Harper in 1900 (and later) 
worked through a committee which after a thorough study recom- 
mended the junior college. There are now 400 junior colleges in 
the United States, 100 of which are public. Forty-seven states ree- 
ognize them and forty-two have them. There is now more or less 
of a rush to establish junior colleges even where they cannot exist. 
In general to prosper minimum requirements are: an annual in- 
come of $20,000, half of which should come from sources other than 
fees; a regional assessed property valuation of at least $10,000,000; 
a high school enrollment of 400 and a junior college enrollment of 
not less than seventy-five, one-third in the second year. Professor 
Clark has shown that the cost is $300 per student if the instruction 
is to approximate freshman-sophomore university grade and that 
250 students in one course are necessary. If there are 100 stu- 
dents, the cost mounts to $400. He recommends a working min- 
imum of 250 students. Some of these institutions offer a diploma 
and degree of Associate in Arts or in Science upon completion of 
sixty hours. 

Here we have a problem akin to that of the high school. In 
fact, the junior college should be looked upon as an extension of 
the high school. The movement originated with the universities 
and adds to the high school at the upper end as the junior high 
school does at the lower. It is believed that if junior colleges mere- 
ly take over without change the two-year liberal arts curriculum 
of the university, they will not only miss their opportunity but 
also invite professional disaster. Instead they face two types of 
courses, pre-professional and semi-professional. The first prepares 
for the university, and the second is an end in itself. As a part of 
the division of secondary education, general education and voca- 
tional education must blend. 

There is, of course, a great deal of overlapping between high 
school and the first two years of the university. Over one-fifth 
of the work offered in the first two years of the latter is secondary 
in character and one-half either secondary or partly secondary. 
Of the work taken, one-third is of high school nature and three- 
fourths secondary or partly secondary. For example, if a student 
has had two years of modern foreign language in high school, he 
is excused from the freshman work in that subject in the univer- 
sity. The principal situations are: material common to high school 


i 
4 
4 
H 
I 


High School Curriculum and University Courses 65 


and university but more required in the latter (sometimes the case 
with bookkeeping); introductory courses, one semester, in high 
school (such as economics, American government) continued; 
material given early in high school (botany) taken up again at 
greater length. 

The junior college can give more advanced courses covering the 
concepts of economic society and allowing selection in scientific 
and general subjects. Furthermore some application can be made 
in the field of major interest. Accounting is itself a tool for gen- 
eral education as well as applied education. Considerable dust 
has been raised in college circles over the question of culture versus 
yocation. The line was sharply drawn years ago but it cannot be 
so drawn now. The nineties introduced commerce to the liberal 
arts curriculum but the stranger was never fully accepted. Edu- 
cators are finding that commercial subjects “quicken the spirit and 
develop the finer sensibilities” also. In Thorndyke’s experiments, 
bookkeeping ranks high. It is true that curricula all along the 
line have followed a principle of balance and compensation, so 
much vocational, so much non-vocational. It is unfortunate that 
those words carry the meaning they often do. Subject matter 
now calls for broad considerations, for pleasant as well as finan- 
cially profitable knowledge, for unselfishness, for rational think- 
ing, ete. Commerce subjects, and accounting among them, teach 
other things than how to make money. The development of a 
social consciousness is the crying need to-day. We doubt the ad- 
visability of attempting to turn out “finished experts” in the junior 
college. 

The trend is toward general training with an offering of com- 
mercial electives so as to meet senior college requirements. Tra- 
ditional requirements will soon mean little. The university is 
called upon to reconsider its entrance specifications, adapting them 
to the ultimate purpose and courses pursued. 

The Longwood high school has a pre-administrative course. 
Junior college will offer an opportunity to go on. Just as pupils 
who do not expect to remain in high school through graduation 
are placed in the general clerical course or other program specified 
according to the length of time they expect to remain, so the junior 
college will advance the student for higher positions if he is to 
stay one or two years, or will give him a liberal arts education if 
he wants it, or else definite preparation for the senior college. 
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It is difficult to prepare for specific kinds of positions. Kokomo, 
for example, offers employment of over 180 kinds and in quantity 
sufficient to justify twelve semi-vocational courses—a big under- 
taking. Commercial work in public junior colleges ranks high 
in semester hours. As compared with the first two years of uni- 
versities, the junior colleges in average number of semester hours, 
give less than half as many in English, public speaking, foreign 
language, and social subjects; about one-half as many in mathe- 
matics, philosophy, and psychology, much less in fine arts and in 
physical education; cne-fifth as much science; and, please note, 
almost twice as much in occupational. The range in hours of com- 
mercial subjects in Koos’ study was 0-114. Occupational courses 
were: 

1. Accounting and commercial law. 

2. Commerce, industry, and home economics. 


3. Mechanical drawing and surveying. 
4. Selection and preparation of foods. 


Accounting can be offered as elementary the first year and ad- 
vanced the second, fitting into the triple program nicely. 

Here again tests both of proficiency and of aptitude and inter- 
est analysis should be given. When a student comes to you, having 
received a low grade, and says: “But this is my major subject—” 
offering that as a reason for doing better—you long for better 
systems. In medicine and in law students hang on until they 
finally get through. They are in the wrong fields. We are not 
alone with our troubles. Able men are working on this problem. 
It is a long journey. We bid them hasten! 

Per year increase in high school enrollment for the United States 
as a whole is, tenth grade, thirteen per cent; eleventh, seventeen 
per cent; twelfth, twenty-five per cent. The high school population 
doubles every five or six years. There are more in college to-day 
than there were in high school fifteen years ago. Fifteen years 
hence colleges may have 2,000,000 enrolled. The regional junior 
colleges will not reduce college first- and second-year enrollments 
as they are not established fast enough. Then too, enrollments are 
rather a local affair. On the average, people will go, say, two miles 
to high school, twenty-five miles to junior college, and seventy-five 
miles to a university. Twenty-five per cent of Ohio State fresh- 
men were from Columbus. For the whole country, seventy-five per 
cent of the enrollments of universities come from a radius of 
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seventy-five miles from each institution. One-third to one-half 
more will take advantage of college education. Enrollment in the 
junior and senior years of the university should be stimulated. 

Universities are forcing the issue by dropping the freshman and 
sophomore years. They note that there is a sharp break between 
the second and third years anyway. Leland Stanford, Johns Hop- 
kins, University of Chicago, and others believe in differentiation. 
Selective admission is advocated. Changes are being made in the 
required, accepted, and free elective admission subjects tending to 
increase in electives. It is likely that for some time to come ent- 
rants will come unequally prepared. 


Tue Senior 


The senior college seeks to carry over into one or more graduate 
years. Broad administrative training, a study of business policy, 
creative work, and specialization, are sought. Students are pre- 
pared for the higher positions (managers, advisors, economic rep- 
resentatives, professional men), technically pointed, but liberally 
educated to an all around viewpoint. Specialized accounting 
courses, in the true sense, come in this division of the educational 
system. More of theory and advanced principles are taken up. 
Research should be undertaken along many lines. Cooperative en- 
deavor is necessary. A good beginning would be for a committee 
of teachers of accounting, finance, industrial management, and 
practitioners and business men to adopt an accounting termin- 
ology upon which general agreement could be secured. That is 
difficult, of course, but a small beginning is better than none. Then 
teach, talk, and use these terms in practice. (I do not crave a 
portfolio for a position on such a committee). We need agree- 
ment on statement construction and analysis, value bases, method, 
etc. We do not need volume production but matured discussion, 
forward looking, tested theory, argued and proved, applied and 
modified fundamental concepts, as true as the principles of double- 
entry, the immutability of the accounting equation, or the basic 
relationship between journal and ledger. 

In concluding, we shall summarize some of the points covered: 


1. Curriculum study and research is vital. 

2. There is great increase in number of students receiving public instruc- 
tion, particularly in business subjects affecting accounting work in 
universities. 
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3. Opportunity for vocational selection is provided in junior high school, 
and only those properly qualified will pursue accounting further. 

4. Many subjects offered in universities can be thoroughly covered in 
earlier grades. 

5. A shift in demand for bookkeepers necessitates a change in the con- 
tent and method of instruction in high school. 

6. Prospective college entrants to commercial courses should be tested in 
senior high school and in so far as possible reduced to those who can 
benefit therefrom. 

7. Students going on should have had good training in bookkeeping. 

8. College entrance requirements should be broader, more electives. 

9. The junior college movement will affect the senior college in time. 

0. The burden rests upon the senior college to study the trends below and 

to shape its course for the attainment of its new objectives. 

11. Accounting specialization and research are the province of the senior 

college and graduate school. 

No one curriculum is suited to all institutions. 


REVIEWS 


Public Utility Finance, by Watter B. Lacerquist. A. W. Shaw Company, 
Chicago, 1927. xix, 671 pp. 


Teachers of finance are deeply indebted to Professor Lagerquist for this 
book. It is thoroughly worth while, in spite of the marked differences of 
character and value\in the selections which it includes. 

The body of the book consists of twenty-six sections, each dealing with 
topics of public utility finance from various angles, and described by men 
of different points of view. Such distinctly different topics are treated as 
the financial character of the franchise and the monopoly, the requisite 
amount of working capital, the cost of public utility capital, and the market 
for public utility securities. There is also a section of topics dealing with 
the border zone between finance and operation, such as the financial aspects 
of the centralization of production, the relation between diversity and load 
factor to investments, and the statistical tests and standards of measurement 
of utility values. 

Each topical section is preceded by a brief statement by Professor Lager- 
quist. This is followed by a number of selections from the writings of men 
in the industry, students of publie utilities and the reports of the associations. 

It would be, indeed, extremely difficult to pass any judgment on the relative 
merits of so wide a variety of selections, particularly as Professor Lagerquist 
has very wisely decided to include writers possessing marked differences in 
style and in points of view. Perhaps one of the least worth while contribu- 
tions, where one would expect something much better, is the chapter on 
“Holding Companies,” by Martin Insull. This writer should know better 
than to assign economy in operation as the chief explanation of the growth 
of the holding company. From the point of view of the operator, he should 
know that the real and underlying reason is financial expediency—the desire 
on the part of the operator to do much business with little capital. Moved 
by this motive a resourceful operator, with a slant for financial legerde- 
main, can own and operate utility properties while the public provides the 
funds. Mr. Insull’s own ingenuity in this fascinating game ought to have 
taught him the fundamental reason why holding companies now flourish 
like the green bay tree. 

On the other hand, perhaps one of the best, and—at least to the reviewer— 
perhaps the most illuminating contribution was that of Mr. Insull’s brother, 
Samuel, dealing with the centralization of power supply. This is an operat- 
ing problem in which Samuel Insull, more perhaps than any other single 
individual, has made conspicuous and lasting contributions. 

On the whole, the sections dealing with the interrelation between finance 
and operation—such sections as those dealing with the diversity factor 
and the load factor, with the determination of probable operating revenue 
and the balance between investment and earnings in the growth of individual 
utilities—show the book to its best advantage. These selections contain, in 
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most cases, something quite new. They indicate what is apparent at the 
present time, the increasing interdependence between finance and operation. 
One closes the book with a feeling that every point of view represented by 
men of markedly different temperaments, educational backgrounds, and social 
opportunities has had a chance to be heard. So that in spite of the apparent 
lack of organization, common to most books of source material, this particu- 
lar collection possesses, to a marked degree, a unity and a wide appreciation 
of the fundamental issues involved. These are qualities which characterize 
Professor Lagerquist’s previous writings. 
ARTHUR S. DEWING 
Harvard University 


C. P. A. Review, by CLEM WETZELL CoLLINs. John Wiley & Sons, Inc., New 
York, 1927. xxii, 490 pp. 


This is a compilation or manual intended for colleges and schools and for 
accountants preparing for the C. P. A. examination. It contains all the 
questions and problems which have appeared in examinations given by the 
American Institute of Accountants from June, 1917, to November, 1925, and 
also supplemental questions and problems from state board examinations. 
The problems and questions have been conveniently and logically classified 
under six main headings: “Practical Accounting,” “Federal Taxes,” “Cost 
Accounting,” “Actuarial,” “Auditing,” and “Law,” and under those heads 
the material is further subdivided under appropriate subjects. For example, 
in the chapter, “Liabilities,” which is one of the twenty-five chapters relat- 
ing to Practical Accounting, will be found eight questions from examinations 
by the American Institute of Accountants, and four supplemental questions 
from state board examinations. At the close of each chapter is a bibliog- 
raphy with references to the pages. 

CLIFTON W. GREGG 
Lybrand, Ross Bros. € Montgomery 


Introduction to Governmental Accounting, by Lioyp Morey. John Wiley & 
Sons, Inc., New York, 1927. xi, 285 pp. 


“Introduction to Governmental Accounting” is a worthy sequel to the 
author’s “Manual of Municipal Accounting.” Fund accounting for govern- 
ment agencies is a necessity, the author declares, and then proceeds to out- 
line the machinery for-operating such a system. The relation of the budget, 
revenues, expenses, appropriations, bond funds, etc., is clearly outlined. Each 
fund must be an accounting unit in itself, showing its resources, liabilities 
and surplus. Only by such accounts can valuable administrative information 
be given. 

The author’s definitions of various terms are of exceptional value. Ex- 
amples are: “Governmental revenues consist of all income accruing that in- 
creases assets without increasing liabilities or reserves and do not represent 
the recovery of a particular expenditure,” and “An appropriation may be de- 
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fined as an assignment from the estimated revenues of a government fund 
to meet specific expenditure.” ‘The distinction between “revenues” and “re- 
ceipts” is also brought out. 

The writer has again stressed the necessity of observing the peculiar 
needs of governmental accounting as distinguished from commercial account- 
ing. The technique, in either case, should not be studied by itself but in 
conjunction with a knowledge of the results it is desired to produce. 

Fifty-three problems based on the text have been placed at the end of 
the volume. The work is, therefore, peculiarly adapted for use in the class- 
room. It should be read by all interested in the modern practice of munic- 
ipal accounting. 

H. CHATTERS 
Auditor, City of Flint, Michigan 


Mathematical Principles of Finance, by F. C. Kent. Second edition. Mc- 
Graw-Hill Book Company, New York, 1927. xiii, 214 pp. 


This volume might appear formidable in name and size to many a suc- 
cessful business man. A more careful scrutiny would show most of such 
fear to be ill-founded. The work deals primarily with the arithmetic of 
interest and discount. Chapter VIII is entitled “Building and Loan Asso- 
ciations,’ and Chapter IX, “The Federal Farm Loan Board.” Such subjects 
as sinking funds, bonds, valuation of serial issues, depreciation of assets, 
valuation of mining property and timber tracts, mortality tables, nature of 
insurance obligations, relationship of life insurance to annuities, and so 
forth, bear evidence that the author’s interests are not severely mathemat- 
ical. More than half of the volume is devoted to convenient large print 
tables to which the reader is early introduced. 

This work is a textbook with numerous graded exercises designed for col- 
lege students with the minimum mathematical preparation and no mathe- 
matical enthusiasm. The discussion is lucid, and concrete, illustrated by 
simple typical problems throughout. Any person with high school training 
and the persistence to profit by the opportunities for routine drill here pre- 
sented should be able to master the greater part if not all of the text, with 
no outside assistance. Chapter X, which treats of series, mentions only the 
binomial, exponential, arithmetic and geometric series, and these very sketch- 
ily, but seems adequate for the simple applications made. Chapter XI, on 
probability, seems almost too brief (ten pages) in view of its expansive 
style, to give the average student even the slight grasp that he needs for 
an understanding of the first notions of a mortality table. 

Anyone who even glances at texts on this subject realizes that the language 
bristles with intricate technical symbols whose meanings become confused 
except after steady practice. The author faces this problem squarely and 
with great tact contrives to avoid any complexities of mathematical notation 
not essential to the first pinciples of the subject. Even so useful a symbol 
as the standard summation sign, sigma, is dispensed with. 

A casual user of the book feels the lack of a general summary of formnu- 
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las, such as found in Smail’s excellent, more ambitious text, by these same 
publishers. 

Save for the more comprehensive tables and the revised discussion of 
interpolation in Chapter I!. this edition does not differ essentially from the 
first edition. The work ciaims no originality in subject matter or general 
treatment. Its excellence in presenting the material in such a manner that 
poorly equipped students forced to take the subject actualiy succeed in 
mastering the rudiments of the subject is sufficiently evidenced by this 
prompt demand for a second edition. The extensive tables, mostly to ten 
places, make possible an easy accuracy on the part of the poor student that 
would gratify the most exacting capitalist among America’s boasted pluto- 
eracy. 

ALBERT A. BENNETT 
Brown University 


The General Accounting Office—Its History, Activities, and Organization, by 
DarrRELL H. SmitH. The Johns Hopkins Press, Baltimore, 1927. xii, 
215 pp. 


Darrell Hevenor Smith’s volume “The General Accounting Office—Its His- 
tory, Activities, and Organization” is one of a series of monographs which 
the Institute for Governmental Research has undertaken to prepare in order 
to “lay the basis for a comprehensive study of the organization and opera- 
tions of the United States Government.” “When the series is completed it 
will give a detailed description of each of the fifty or more services of the 
government. 

This book is not a critical study, but is rather descriptive in character, 
following the uniform plan outlined for the series. It gives: first, the his- 
tory of the establishment; second, its functions; third, its organization; 
fourth, some interesting and valuable appendices; and, finally, a full bibli- 
ography of the official and private sources of information. 

Although the Office is of recent origin, the author has traced its genealogy 
back to the Revolutionary period and has followed its development from a 
Committee of Accounts appointed by Congress in 1775 through its various 
stages of reorganization and growth to its present existence as an inde- 
pendent agency known as the General Accounting Office. 

The history of the Office with its various problems, including the recent 
and well-known budget, is given in careful detail covering nearly half of the 
book (72 pages). 

The activities of the Office and of the Comptroller General are dealt with 
in some detail and the general classification of its duties and powers are 
outlined as follows: 

Control of Treasury Receipts and Issues. 

Settlement and Adjustment of Claims. 

Audit of Receipts. 

Quasi-judicial and Legal Activities. 

Accounting. 


2. 
3. 
4. 
5. 
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6. Investigation and Reports. 

7. Custodial and Recording. 

The main divisions of the general organization are those of the Executive, 
Administrative, and Technical units and these in turn have their subdivisions. 

In the appendices are set forth an extensive outline of the organization, 
a classification of activities, a compilation of the laws and regulations gov- 
erning its operations, financial statements showing its approbations, expend- 
itures and other data for several years, and a full bibliography. 


Ross G. WALKER 
Harvard University 


Hotel Administration—Accounts and Control, by Davin J. O'BRIEN and 
CHARLES B. CoucHMAN. McGraw-Hill Book Company, Inc., New York, 
1927. ix, 379 pp. 


The book, as its title indicates, is distinctly specialized, treating of the 
special problems encountered in the hotel field. It was evidently the inten- 
tion of the authors to point out and explain those accounting forms and 
systems or methods of procedure that have survived the test of experience, 
and it is believed that they have achieved a fair degree of success. The 
forms and methods of control described will be found successfully operating 
in many hotels. 

The scope of the book can best be presented in the following outline form: 


Chapter I-III. Principles of hotel organization and legal aspects of hotel 
operation. 

Chapter IV. Presents a fair picture of the finaucial structure of the aver- 
age incorporated company. 

Chapter V. Contains much specific information on the average ratios that 
certain expenses bear to room income. It is a short but meaty chapter 
giving a general view of the profit and loss aspect of hotel operation with- 
out quibbling over minutae. 

Chapter VI. Under the title “Front Office Practice” the authors discuss 
the equipment, personnel, accounting forms, and methods of procedure 
used in the so-called front office of the hotel. 

Chapters VII and VIII. Accounts receivable present a distinct problem in 
hotel accounting and the keeping of guests’ accounts and of auditing 
them nightly by means of the transcript is here explained. 

Chapter IX. This chapter describes a system of internal audit of income, 
shows examples of the daily report made to the management by the 
controller, and shows typical rulings for an earnings journal. 

Chapter X. “Accounts Payable.” This chapter contains an exceptionally 
good discussion of the question of receiving records, a very weak link 
in many hotel accounting systems. 

Chapter XI. Discuses methods of handling cash and of paying employes. 

Chapter XIII. In this chapter the authors outline a linen-control system 
in considerable detail. 

Chapter XIV. “Depreciation and Replacement.” The authors recognize 
depreciation as a true operating cost and advocate the straight-line 
method for computing depreciation as the most suitable for hotels. It 
is believed that the authors over-estimate the average life of furniture 
and equipment. Many hotel accountants will be inclined to disagree 
with their suggestion that a composite rate of 7 1/2 per cent is ample. 

Chapters XV-XVII. “Financial Reports.” An outline of an excellent 
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monthly report including a balance sheet, profit and loss statement, and 
supporting schedules. The classification of expenses in these schedules 
is in close accord with that recommended by the New York Hotel Ac- 
countants’ Association. The profit and loss statement shown on page 
276 is an exceptionally good form. A form of daily profit and loss state- 
ment is shown with explanation of method for its construction. 

Chapter XVIII. In which the authors discuss a food control system which 
has been in use for many years and is increasing in popularity. 

The authors also include an outline of an audit schedule. 

The writer feels quite safe in stating that hotel managers, accountants, 
and auditors will find that there is much of interest in the book and that it 
will constitute a valuable reference. It should also be of value to students 
of hotel accounting. 

JOHN CoRTNEY 


Cornell University 


Credit Analysis, by W. C. Scuturer. Prentice-Hall, Inc., New York, 1925. 
xiii, 439 pp. 


In his book “Credit Analysis’ Professor Schluter builds principally on 
the previously published works of Bliss and Wall. The book is concerned 
chiefly with the construction and interpretation of various financial and 
operating ratios as a guide in the analysis of a credit risk. The author 
points out (p. 143), as it has been frequently pointed out before, that too 
much emphasis has been laid on the current ratio. “It has become,” he 
says, “an objective ideal by whose standards all enterprises have been strict- 
ly judged.” It might be remarked in passing that this was truer in 1920 and 
in the years preceding than it was five years later. Now the pendulum seems 
to have swung to the other extreme if we are to judge by the emphasis in 
the more recent books on the subject. According to these writers ratios of 
all kinds must now be worked out. Professor Schluter says (p. 149): 


“The proportions that can be constructed from the balance sheet 
and income statement of a firm are numerous. And even though it 
were numerically possible to enumerate these it still remains that 
not all ratios have equal value. Furthermore too long a list of ratios 
leads to confusion in the analysis of their meaning for the purpose 
of synthesizing them in definite conclusions. Besides, the more ex- 
tensive the construction of ratios the more difficult it becomes for 
conclusions to be reached.” 


The only reason known to this reviewer for “the more extensive construc- 
tion of ratios” is to make it easier to reach sound conclusions. Unless they 
do this we had better return to the earlier practice of depending upon the 
current ratio. But in spite of the position of the author indicated above, he 
devotes the major portion of his book to the contruction and interpretation 
of a great many ratios. Not only this but the current position is now rele- 
gated to an inconspicuous place. One would infer this from the order in 
which the different ratios are constructed and discussed. In Chapter VII 
he considers such ratios as surplus to net worth, current debt to net worth, 
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and current debt to total debt. In Chapter VIII we find discussed such ratios 
as fixed assets to net worth plus total debt, current assets to net worth plus 
total debt, and other assets to net worth plus total debt. After all this we 
finally come, in Chapter IX, to an analysis of the working capital position. 

It has always seemed to this reviewer that the most important factor in 
any credit risk is the working capital position. If this is not sound and 
healthy the business as a whole is not sound and healthy. This is true even 
in the unlikely event that all other factors appear to be perfectly satisfac- 
tory. Professor Schluter describes clearly and succinctly the processes in- 
volved in analyzing qualitatively the current position. If this turns out to 
be unsatisfactory the credit risk must almost inevitably be deemed a poor 
one. For this reason it appears more logical to begin the analysis here. 

Notable contributions to the literature of the subject are contributed by 
the author in his chapters on “The Rate of Fixed Expansion,” “Credit 
Aspects of Working Capital,’ “Interchange of Creditors’ Experience and 
Comparison of Interchange Reports.” These chapters alone are sufficient 
to make the book an indispensable one for every credit man’s library. 

R. G. RopkKry 

University of Michigan 


Time and Motion Study, by Lowry, MAYNARD, and STEGEMERTEN. McGraw- 
Hill Book Company, Inc., New York, 1927. xiv, 377 pp. 


This book is a valuable addition to the rather limited supply of published 
material on the subject of scientific management. It has in every respect 
fulfilled its dual purpose as a textbook for technical schools and as a hand- 
book for factory executives. 

The authors discuss thoroughly the subjects usually covered by writers 
in this field, including aims and fundemental principles of time study, quali- 
fications for time study work, analysis of the job, standardization of the 
job, time study equipment, observations, allowances, use of the time study, 
organization and supervision of a time study department, standardization 
of time study methods, wagepayment plans, job analysis and classification 
of work. 


The authors are to be particularly commended for their excellent presenta- 
tion of material with respect to computation and summary of time studies, 
determination of standard time by leveling, allowed time and formula con- 
struction and for the helpful illustrations and practical suggestions which 
they make available to those actually engaged in time study work. The book 
has been written in an understandable and interesting manner and con- 
tains a wealth of material which should be valuable to the student and 
practitioner alike. 


In the opinion of the reviewer several points might well have been elab- 
orated upon. For example, the student or novice might easily become con- 
fused by the many references to time studies taken for a particular job and 
time studies taken for formula construction. Too much differentiation is 
made between these two types of time studies. In actual practice a good 
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time study man when studying a particular job bears in mind the possibility 
of its use in a formula, and consequently breaks up the operation into ele- 
ments which may later be used in formula construction. 

The determination of standard times by leveling is a truly scientific pro- 
cedure, but much of the accuracy depends upon the ability of the time study 
man to correctly judge and skill and effort of an operator and the conditions 
under which he is working, especially since definite allowances are made 
according to the class in which the operator is placed as per the performance 
rating table. The efficiency rating or past performance record of an operator 
used in conjunction with the leveling plan as presented would assist in 
placing the operator in the proper class and thus result in the determination 
of a more nearly correct standard time. There is a question as to whether 
or not the performance rating table with its various percentages is applicable 
to all lines of industry. If the development of the table resulted from a 
thorough study of a large number of men working under varied conditions 
and on many types of work, it would seem that the table is representative 
and would be a welcome aid to those actually engaged in this work. 

It is a recognized principle in time study work that the so-called average 
man should serve as the basis for standard time. This is true when a nunm- 
ber of operators are performing the same operation, but often in actual 
practice one operator only performs an operation and in such cases it would 
be unwise to establish a rate based on the average man, especially if the 
operator is exceptionally skillful. Under such conditions his earnings from 
bonus allowances would be disproportionate. It would seem that the best 
plan would be to establish a standard based on the operator, allowing him 
to earn a fair bonus. 

ALBERT O. LUNDIN 
J. C. Hall Company, Providence, R. I. 


Forecasting, Planning and Budgeting in Business Management, by PErctvaL 
Wuite. McGraw-Hill Book Company, Inc., New York, 1926. vii. 267 pp. 


It is a worth while effort to attempt to picture the coordination that should 
exist among forecasting, planning and budgeting in business management. 
The author strikes a key note for each of the fields and then harmonizes 
the three in one strain. Taken as a whole, however, the performance is not 
very satisfactory. It is neither a whole tune nor the sounding of one clear 
note. Like the bat in the fable, it is neither beast, bird nor fish, and it leaves 
the reader with very mixed impressions indeed. 

To indicate the extent of this mixture of impressions about the book, the 
following illustrations may be cited: 


1. The book covers several subjects; yet it preserves a kind of continuity 
of thought and purpose within its presentation. 

2. The book is useful to a student for survey purposes either to freshen 
up previous reading or to get some idea of the field if it be new to him; yet 
to the student who wants to get below the surface at all the book is prac- 
tically without value. 

3. For an industrial concern which has done little or no organized work 
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in the fields which form the title of the book, the book has a good deal of 
inspirational and even practical value. A manual of planning practice is 
afforded, for example, which might very well be used in getting organized 
planning started; yet for a concern which has ever done any planning, the 
text material is pretty much a glorification of the obvious . 

4. The book covers several fields of interest and has some value as a 
reference work; yet it covers no field sufficiently carefully to be used very 
widely for reference work. For example, the chapter on Sources of Data 
(Chapter III) is an admirable summation of general sources; yet it lacks 
the particularity that is essential for any one who is at all familiar with the 
fields under discussion. 


In the opening chapters, a useful attempt is made at precise definition of 
such terms as “prediction” and “planning.” 

“A prediction is a present estimate of circumstances and tendencies as they 
will exist at a specified time in the future. Planning is the scheduling of 
the measures and steps which are desirable to take with the forces and 
materials available. Planning is thus applied prediction.” 

“Byery prediction and every plan is made up of the following parts: sources 
of data, interpretation of the statistics compiled, the presentation of the facts 
statistically, graphically or personally, and the application of the findings in 
the field of purchasing, production and planning.” 

It is always easy to object to the arrangement of text material. It is this 
reviewer’s opinion, however, that Chapters XII to XVIII which deal pre- 
sumably with the specific application of the principles laid down in the first 
eleven chapters are not complete enough to stand alone as chapters and would 
be more effective if carried as a part of the previous chapters. In other 
words, it would appear that the book would be stronger if the first eleven 
chapters were expanded somewhat and the last six (approximately 100 pages) 
were left out as chapters entirely. 

In the first pages of the book, the author gives a series of reasons for the 
rapid increase in business forecasting and scientific planning. The first of 
these is that “predictions and plans based on statistical forecasts have proved 
of monetary value under actual trial.” It is believed that a thoroughgoing 
study of just this point, would constitute a real contribution to the whole 
field of scientific planning. The lack of precise data on this point seems to be 
a greater hindrance to the generally acepted use of these tools of manage- 
ment than an ignorance of the tools themselves. After all, the technique 
has been fairly widely advertised. The question now is, does it work? It 
is to be hoped that a critical evaluation of this sort may be made in the 
near future. 

JouN S. Kerr 
Dennison Manufacturing Company 


Purchasing, by W. N. Mrtcuett. Ronald Press Company, New York, 1927. 
xiii, 385 pp. 


An analysis of the position of Purchasing Agent gives a result something 
as follows: 
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A. Functions 
To merit and retain the suppliers good will. 
To be familiar with an adequate list of the right kind of suppliers, 
To maintain proper coordination with 
a. The merchandising 
b. Financial and 
ec. Manufacturing branches of the organization so that 
i. better or new materials may be available for the merchandise 
planned. 
ii. adequate funds are on hand to meet committments. 
iii. the material bought is satisfactory in process and 
iv. proper amounts of materials are on hand at all times. 
4. To maintain adequate records covering 
a. Sources of supply 
= Materials needed and 
Records of past performances of suppliers. 
To study market conditions and prices. 
B. Specifie Duties 
1. The placing of daily orders. 
2. The giving of adequate time to each of the salesmen who call each 
month. 
3. The buying of 
a. All regular items of raw material and 
b. Special items for particular purposes such as fuel, machinery 
and office equipment. 
4. The proper amount of personal visitations to suppliers and travel to 
search out new suppliers. 
The use of records effectively. Records of major items may be re- 
viewed monthly, for example. ; 
6. The deciding of the exact time for and the amount of committments. 
C. The Building and Maintaining an Adequate Organization to Carry On 
These Functions and Duties. 


uw 


on 


1. Buyers 
a. Domestic 
b. Foreign 


2. Purchasing Agencies 
3. Research Staff 
a. Statistical 


b. All others 
4, Office Manager 
a. Records 


b. Secretarial work 


Mitchell’s book on Purchasing covers all of these points in greater or less 
detail, altho not always exactly in the terminology of the above analysis. 
The book has the merit of dealing only with one function and of covering that 
one function very thoroughly. It is, therefore, of real value, because it has 
rounded up and brought up to date much of the material written on the 
subject and of the experience in the field. 

It has been said of Purchasing Agents that they are allowed to purchase 
anything except the major materials the company uses in its manufacturing 
processes. It has been further said that this policy has tended to throw the 
position into the clerical class and that because of its limited opportunity, the 
field has not attracted men of first class calibre. 

There is no statistical evidence on either score. In the type of market in 
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which we are now, however, Purchasing is one of the functions where sound 
profits may be firmly grounded. Nor does this mean simply buying at the 
lowest. It means the proper balancing of the factors outlined at the begin- 
ning of this review. The position and the total situation, therefore, calls for 
high calibred men, properly compensated and with adequate sums for oper- 
ation. But the total expenditure even on this basis, is one that should pay 
very handsome dividends. And the chance of dividends is a thing to be 
played up to in a market that has been dubbed “profitless prosperity.” 


Joun S. Kerr 
Denntson Manufacturing Company 
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UNIVERSITY NOTES 


Boston UNIVERSITY 


In the absence of Dean E. W. Lord and Assistant Dean R. Davis during the 
second semester, Professor Atlee L. Percy of the accounting department has 
been named acting dean of the College of Business Administration. Professor 
Percy has also been apointed Chairman of the Educational Committee of the 
Massachusetts Society of C. P. A.’s. 

The Accounting Department is conducting a C. P. A. review class in pre- 
paration for the spring examinations with Professor J. V. Toner in charge. 

Professor Walter J. Goggin, head of the Accounting Department, is giving 
a new course in general accounting for seniors. New courses in fiduciary 
accounting and railroad and public utility accounting are also being offered 
under Professor Goggin’s direction. 


UNIVERSITY OF CALIFORNIA 


Mr. A. Frank Loynd, a teaching fellow, has joined the staff of McLaren, 
Goode and Co., C. P. A.’s. 

Messrs. H. Harrison, W. D. Moore, and Sterling Reece have been appointed 
teaching fellows to fill vacancies. 

Professor Hatfield’s “Accounting” has appeared from the press of D. Apple- 
ton and Co. 


UNIVERSITY OF CALIFORNIA AT LOS ANGELES 


Professor Gordon S. Watkins is acting chairman of the Economics Depart- 
ment during the absence of Professor H. S. Noble, who is enjoying a sab- 
batical half-year in England. 

Mr. Arthur Lorig, C. P. A., associate in economics, who has been assisting 
with the accounting courses, will spend the next year in graduate study at 
Stanford University. 

The enrollment in advanced classes in accounting has shown a very large 
increase this year and additional sections have had to be opened. 

GEoRGIA SCHOOL OF TECHNOLOGY 

Mr. J. R. Duggan, instructor in marketing, is leaving the department. His 
successor has not yet been appointed. An addition to the staff will also have 
to be made. 

Mr. N. Warren, instructor, received his C. P. A. at the November exam- 
inations. 


UNIVERSITY OF ILLINOIS 


Mr. H. E. Crawford, assistant in accounting, is joining the staff of 
Arthur Andersen and Co. at Kansas City. Mr. M. W. Alford, assistant, on 
goes March 1 to the Central Vocational High School, St. Louis, Mo. 

Mr. Edwin L. Theiss, Ph. D., C. P. A., is coming to the department as 
assistant professor. He was formerly with LaSalle Extension University. 
Mr. Raymond L. Smith has been made an assistant. 
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Mr. L. O. Foster, Mr. G. G. Fullerton, and Mr. C. E. Allen, instructors in 
accounting, have recently passed the preliminary examination for the Ph. D. 
degree. 

Profesor H. T. Scovill has been reappointed on the committee on educa- 
tion of the Illinois Society of C. P. A.’s. Professor A. C. Littleton is also 
a member of that committee. 

The Enterpriser, the student publication of the College of Commerce, 
recently published a special accountancy number featuring the work of the 
department of accounting, graduate work, and the activities of the account- 
ing alumni. 


INDIANA UNIVERSITY 


Professor A. L. Prickett recently published an article in The American 
Accountant on “Technical Accounting Education Deep-rooted in American 
Schools.” 


Kansas UNIVERSITY 


A new two-hour course in accounting systems is being given this semester by 
Professor Tupy. “Advanced Cost Accounting,” a two-hour course, will be 
given this year. A course in business cycles is to be required of all accounting 
majors. 

Fifteen majors will be graduated this coming June. All courses in account- 
ing have shown a substantial increase over last year. 

Professor Jens P. Jensen has been appointed director of the Bureau of Bus- 
iness Research to succeed Professor Holtzclaw, who is now professor of 
marketing. 


KaAnsaAS STATE AGRICULTURAL COLLEGE 


Mr. H. A. C. Ross, formerly instructor of accounting at Syracuse Univer- 
sity, has taken the place of Assistant Professor W. H. Rowe, who has gone 
to the University of Akron. 

Several new courses have been added to the accounting curriculum, Mr. 
Ross giving work in auditing and accounting systems, and two courses in ad- 
vanced acounting are being taught by Mr. H. M. S. Stewart. 


STaTE UNIVERSITY OF MONTANA 


A new course in retail stores is being offered by Dean Line. A course in 
statistics is also being given in which the laboratory work will be conducted 
by representatives of three fields. Mathematics majors will work under the 
supervision of a professor of mathematics, economics majors under a profes- 
sor of economics, and business majors under a professor of business admin- 
istration. 

The Commerce Club is having a series of talks by business men. A repre- 
sentative of the wholesale grocers last discussed conditions in their field. 
Alpha Kappa Psi recently initiated twelve men. 
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UNIVERSITY OF PITTSBURGH 

Mr. Frank W. Marshall, instructor in accounting, passed the Pennsylvania 
C. P. A. examination in November. Dr. Donald Kennedy, instructor in ae. 
counting, received his Ph. D. from the University of Pennsylvania in Febru- 
ary. 

Mr. H. F. Bergstresser is a member of the staff of Price, Waterhouse and 
Co. at Pittsburgh and Mr. C. L. Van Sickle is with Sheppard and Co., public 
accountants. 

Professor Charles Reitell, head of the department of accounting, is making 
a survey of teachers’ salaries in the pubic schools of Pittsburgh. 


SYRACUSE UNIVERSITY 


A new two-credit course under the title “Specialized Accounting,” will be 
given during the second semester. The content of the course will change 
from year to year and it may be elected twice by any student. This year the 
topic will be governmental accounting. 

A study of the principles of internal check in the prevention of fraud 
has been completed and will probably be published in book form shortly. 

It is expected that the work of the third and fourth years will soon be 
presented in the form of honors courses in which class attendance will be 
dispensed with. An outline of the work to be covered will be given the stu- 
dent and he will be given assistance in special conferences with the in- 
structor. He will therefore be permitted to advance as rapidly as he is able 
or sees fit. Grading will be on the basis of accomplishment. 


UNIVERSITY OF TEXAS 

Mr. L. B. Raisty, instructor in accounting, went to the University of 
Georgia this year as professor of accounting. Mr. W. D. Rich, instructor, 
has gone to Simmons College as professor of accounting. 

Mr. Henry K. Rehn of Washington State College is filling a vacancy for 
this year as associate professor, teaching in the field of public accounting. 
Next year Professor G. H. Newlove of Johns Hopkins University will fill this 
vacancy as professor of accounting. Mr. Leo Blackstock of Sam Houston 
Teachers’ College is filling a vacancy as instructor in accounting. 

Mr. B. F. Harrison, lecturer, and Mr. C. A. Smith, instructor, have been 
made assistant professors of accounting. 

Professor Chester F. Lay has been elected president of the recently or- 
ganized Texas Association of University Instructors in Accounting. Close 
cooperation with the Texas Society of C. P. A.’s has been promised and 
joint meetings will be held annually. 

Beta Alpha Psi joined with the accounting staff in promoting a banquet 
and conference with leaders in accounting and business in San Antonio in 
November. A similar conference is planned in Fort Worth this spring. Two 
days are given to each trip and selected offices and business establishments 
are visited. 

A study of accounting in pipe line companies has just been completed under 
the direction of Professor Lay. A study of pipe line transportation is now in 
progress. 
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THE AMERICAN ASSOCIATION OF UNIVERSITY 
INSTRUCTORS IN ACCOUNTING 


PROCEEDINGS OF THE TWELFTH ANNUAL CONVENTION 
Washington, D. C., December 28 and 29, 1927 


ProGRAM SESSIONS 


Program meetings of the convention were held in the morning and after- 
noon of December 28 and 29. At the first of these, after some introductory 
remarks by President Krebs, papers were read by Messrs. W. W. Nissley of 
the American Institute of Accountants, John R. Wildman of Haskins and 
Sells, David Himmelblau of Northwestern University, William A. Paton of 
the University of Michigan, and J. L. Dohr of Greene and Hurd and of 
Columbia University. Each of these papers was followed by a brief dis- 
cussion, the participants being Messrs. Elwell of Wisconsin, Scovill of Il- 
linois, Stevens of the University of Maryland, Reedy of Loyola University, 
Castenholz of La Salle Extension University, Miller of Ohio State University, 
Wright of the University of Pennsylvania, Lay of the University of Texas, 
and Heckert of Ohio State University. 

The second program meeting was given over to a discussion of various 
features of the federal income tax law. Professor Newlove of Johns Hop- 
kins University presided at the session and opened it with a brief statement 
introducing the speakers of the afternoon, all of whom were representatives 
of the Bureau of Internal Revenue. Papers were then given by Messrs. C. 
B. Allen, Deputy Commissioner, H. F. Mires, Deputy Commissioner, A. H. 
Marrs, Member, Special Advisory Committee, J. K. Moyer, Chairman, Special 
Advisory Committee, Edward White, Chief, Statistical Section, John Alden 
Grimes, Valuation Engineer, and J. W. Beers, Chief, Training Section. Ow- 
ing to the Jimited time available there was no opportunity for discussion. 

The third program session consisted of a joint meeting with the American 
Association of Collegiate Schools of Business. The general topic for discus- 
sion was “The Place of Accounting in Commerce Curriculum.” Papers were 
read by Dean Gray of Dartmouth College, Dean Madden of New York Uni- 
versity, and Dean Stevenson of the University of Minnesota. 

The afternoon program session was made up of papers presented by 
Messrs. Winter of the University of Iowa, Moxey of the University of Penn- 
sylvania, and Lay of the University of Texas. A paper prepared by Mr. 
Prickett of Indiana University was presented, but owing to Mr. Prickett’s 
absence and the short time available, the paper was not read but was turned 
over to the editor of The Accounting Revicw for inclusion in an early issue. 

The annual banquet of the Association was held on Wednesday evening, 
an address being given by Professor Hatfield of the University of Cal- 
ifornia, entitled, “Some Recreations of an Accountant.” A business meet- 
ing followed Professor Hatfield’s talk, the proceedings being recorded below. 
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Business MEETINGS 


The convention assembled in business session following the annual banquet 
on the evening of December 28. There were present seventy-two members of 
the Association, most of them of the active class. 

President Krebs first called for a report of the Committee on Constitution 
and By-Laws. In the absence of Mr. Martin, Chairman of this Committee, 
this report was presented by Mr. Drury. He referred to the proposed amend- 
ment to the constitution providing that the name of the Association be 
changed to “The American Accounting Association.” He stated that the 
Committee was not a unit on the question and would therefore present it to 
the membership without recommendation. Mr. Scovill then moved that the 
matter be laid on the table and this motion was carried. 

The president then called for a report of the Resolutions Committee, which 
was presented by Mr. Elwell. Three resolutions were offered, as noted in 
the printed copy of the Committee report. Each of these was discussed in- 
dividually, and after a proposed amendment to the resolution relating to the 
classification of accounts and services had been lost, all three resolutions 
were adopted. 

The report of the Committee on Publications was then called for and Mr. 
Paton made a very brief statement as to the issuance of The Accounting 
Review during the year 1927. His report was accepted and a motion was 
then passed expressing appreciation of the services of the Publications Com- 
mittee. 

Mr. Scovill then gave the report of the Committee on Membership, and 
Mr. Kohler the report of the Committee on Cooperation with the American 
Institute of Accountants; these reports were accepted. Mr. Kester, Chair- 
man of the Committee on Cooperation with the National Association of Cost 
Accountants, was not present but his written report was read by the Sec- 
retary and was accepted after a suggestion from Mr. Elwell that the N. A. 
C. A. be asked to cooperate with the A. A. U. I. A. in developing laboratory 
material on standard costs. 

Mr. Elwell then gave a report for the Committee on Cooperation with 
the American Society of Certified Public Accountants, in which he referred 
to the fact that the officers of the Society have requested the help of the 
A. A. U. I. A. in preparing questions suitable for the C. P. A. examinations. 
Mr. Springer commented on the desire of the American Society to cooperate 
closely with the teachers of accounting and urged that a strong effort be 
made to bring the two organizations closer together. Mr. Montgomery com- 
mented briefly on the examination questions now furnished by the Amer- 
ican Institute of Accountants. 

The report of the Auditing Committee was then presented by Mr. Kohler 
and was accepted. A report was called for from the Committee on Research 
but there appeared to be no representative of that Committee present to give 
such a report. 


A motion was then introduced that the Committee on the International 
Congress of Accountants be continued to serve during the following year. 
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This motion was carried as a recommendation to the Executive Committee. 
Mr. Montgomery then spoke on the first International Congress, held in 
Amsterdam, and commented on the excellent showing made by university 
instructors in accounting. He stated that if such a congress is held in the 
United States in 1929 there will undoubtedly be many teachers of account- 
ing from foreign countries present and that it is desirable that the A. A. U. 
I. A. have as large a representation as possible. Mr. Jackson reminded the 
Association that committees from all the groups interested would meet on 
Friday, December 30, to formulate plans for the congress. 

The report of the Secretary-Treasurer was read and accepted. The Chair- 
man then asked for an expression of opinion as to whether the A. A. U. I. 
A. should continue to meet in conjunction with the American Economic As- 
sociation. Mr. Sanders moved that it be the sense of this session that the 
joint meetings are desirable and this motion was carried without dissent. 

The meeting was then thrown open for new business and Mr. Greer urged 
the Association to consider carefully its future policy as to expansion and 
purpose, including the probably necessary change in name. He pointed out 
that the oganization is endeavoring to interest all people in the accounting 
field in its work and is going forward with a rather ambitious program of 
publication, while at the same time many of its members are urging that 
the limitations as to membership eligibility be maintained strictly and that 
no change in name be made to suggest that the organization includes others 
than university instructors in accounting. Comment on these suggestions 
was offered by Messrs. Montgomery, Springer, Paton, Drury, and Sanders, 
it being suggested by some that the present publication policy could be con- 
tinued without expanding the organization, and by others that the Asso- 
ciation must eventually take on broader lines if it is to fill its rightful 
place in the field. A motion was offered that the publication of The Ac- 
counting Review in its present form be continued and this was unanimously 
carried. 


Mr. Elwell then asked as to the experience of other schools in arranging 
work for their students in public accounting offices during their college 
courses. Responses were made by Mr. Paton of the University of Michigan, 
Mr. Lay of the University of Texas, Mr. Heckert of Ohio State University, 
Miss Van Iseghem of St. Louis University, Mr. Woodbridge of Lehigh Uni- 
versity, and Mr. Springer of the American Society of Certified Public Ac- 
countants. At the conclusion of this discussion the meeting adjourned. 


A brief business meeting was held at the conclusion of the fourth program 
session on the afternoon of December 29. Mr. Hatfield reported for the 
Nominating Committee, presenting the names of J. Hugh Jackson for Pres- 
ident, R. A. Stevenson for Vice-President, and W. A. Paton for Editor of 
The Accounting Review. It was moved and seconded that the nominations 
be closed and a white ballot cast for the nominees mentioned; this motion 
was unanimously carried. It seemed to be assumed by the meeting that 
Messrs. Himmelblau and Rosenkampf would continue to serve as Vice-Pres- 
idents and Mr. Greer would continue to serve as Secretary-Treasurer, no 
mention of these offices being made in the balloting. 


) 
) 
l 
1 
l 


86 The Accounting Review 


Mr. Jackson then took the chair, thanked the membership for the honor 
bestowed upon him, and urged the participation of every member in the 
activities of the Association. Mr. Elwell offered a resolution expressing the 
thanks of the Association to Messrs. Krebs, Paton, and Greer for their 
services to the organization during the year, suggesting that the Secretary 
especially advise Mr. Paton of the action, since he had been obliged to leave 
before the conclusion of the meeting. This motion was unanimously carried 
and the meeting adjourned. 


ACTION OF THE EXECUTIVE COMMITTEE 


The Executive Committee met at breakfast on the morning of December 
29 as guests of President Krebs, all members being present. It was decided 
after a brief discussion that the dues be continued at the rate of $4.00 per 
year during 1928 and that the subscription price of The Accounting Review 
be continued as a trial proposition at $4.00 per year, or $1.00 per single copy. 
The President was authorized to appoint a committee to cooperate with the 
American Association of Collegiate Schools of Business. The Secretary- 
Treasurer was asked to report informally on the financial condition of the 
Association and after he had done so it was voted to pay an honorarium of 
$250.00 each to the Editor of The Accounting Review and the Secretary- 
Treasurer for their work during 1927. A question was raised as to the prac- 
tice followed in continuing memberships for those delinquent in payment of 
dues, and after a brief discussion the Secretary was authorized to continue 
the present practice of carrying such members on the rolls until they should 
become delinquent for three years’ dues, but to discontinue mailing them 
The Accounting Review at any time after the delinquency amounted to a 
full year. 


REPORT OF THE SECRETARY-TREASURER 


At the 1926 Convention of the Association there was expressed a good 
deal of uncertainty as to the ability of the organization to continue financing 
the publication of The Accounting Review and the conduct of its other ac- 
tivities without an increase in the annual dues. The magazine was then 
only one year old and experience had yet to demonstrate what would be 
the expenses of a continuous program of publication and what revenues the 
Association might expect continuously to receive. In spite of this uncer- 
tainty the Executive Committee determined not to increase the membership 
dues for at least one more year, and an energetic program of membership 
and subscription solicitation was recommended as a means of broadening 
interest in the Association’s work and maintaining it on a solvent financial 
basis. 

Your Secretay-Treasurer is happy to report that the experience of the 
Association for the year 1927 appears to have justified the expectation that 
the present scale of dues would produce sufficient revenue to cover operat- 
ing expenses, including the cost of producing The Accounting Review. The 
total income of the Association for 1927 was $3,058.03, while total expenses 
(exclusive of compensation to the Editor and Secretary) were $2,586.86, 
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leaving a net income for the year of $471.17. This net figure is obtained 
after writing off uncollectible accounts of $392.00 and adding $100.00 to the 
reserve for possible future losses in collecting items now outstanding. 

At the 1926 Convention compensation of $400.00 was voted to the Editor 
and Secretary for the year 1926 and this was paid during 1927. The final 
result of the year, therefore, is an increase in the net equity of the As- 
sociation of $71.17. This equity now stands at $1,035.33, thus continuing the 
increase from year to year which has been maintained almost without inter- 
ruption since the organization of this body. 

It is not intended to suggested that future financing of the Association 
will be an easy problem or one that will automatically take care of itself, 
but rather that with the continuous active cooperation of members in fur- 
thering the work of the Association the expenses can be defrayed without 
any recourse to increases in the scale of dues or subscription rates. 

The active cooperation referred to is well illustrated by the work of the 
Membership Committee under the leadership of Professor Scovill during 
the latter part of 1927. In accordance with a suggestion made at the con- 
vention of a year ago, the President appointed a Membership Committee 
which was larger and territorially more representative than before. This 
committee has shown most encouraging results. The report of membership 
for the year 1927 indicates only forty-one members enrolled during the year 
while there were forty voluntary and involuntary resignations, a net gain 
of only one member. This does not include, however, many membership ap- 
plications sent in by the committee in recent months to become effective 
January 1, 1928. The Secretary now has on file seventy-eight such applica- 
tions, most of them accompanied by checks for one year’s dues. The total 
gain in membership for the year might, therefore, be more properly recorded 
as seventy-nine instead of one, although technically most of the new mem- 
berships will be reported as of the year 1928. 

Subscriptions to The Accounting Review, including sales of proceedings 
from prior years, have produced income of $566.25 in 1927 as compared with 
$357.75 in 1926. On authority of the Executive Committee the annual sub- 
scription rate has been reduced to $4.00 and the single copy price to $1.00, 
effective for the year 1928. While this would seem to suggest a reduction 
in revenues, your Secretary is confident that the lower price will stimulate 
subscriptions to such an extent that revenues from this source will be in- 
creased rather than decreased. 

Publishers’ advertising in the magazine during 1927 produced $190.00 in 
revenue. This represents nine and one-half pages at $20 a page. This is 
somewhat less than was anticipated last year from this source, but it is 
expected that the Association can continuously obtain some small income 
from similar advertising in future issues. 

The Secretary-Treasurer feels it incumbent upon him to advise members 
that since July 1, 1927, he has been on leave of absence from Ohio State 
University and has, therefore, been able to give attention to the problems of 
the office only at rather long range. In his absence the rather considerable 
routine of handling correspondence, subscriptions, membership records, etc., 
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has devolved upon Miss Josephine Lowrie, a member of the accounting staff 
at Ohio State and of the Association. Both the writer and the Association 
are very considerably in her debt for capable conduct of the affairs of the 
Association. 

Enthusiasm for the work of the Association has been manifest throughout 
the year. If all members will continue to support it and promote its well- 
being by their direct personal efforts throughout the coming year it cannot 
fail to go forward successfully. 

Detailed statements of receipts and disbursements, income and expense, 
and financial position are attached to this report, together with a compar- 
ative statement of membership, cash receipts, and equity for this and pre- 
ceding years. (Nothing is included in these statements for compensation 
to the Editor and Secretary for the year 1927, the annual allowance of $250 
to each of them not having been voted until after the preparation and pre- 
sentation of this report.) ; 


Report of Membership 
Membership—December 24, 1926 


Resignations (voluntary and involuntary) during 1927 .............0.0.0..000.0.00.... 40 


Net increase as at December 24, 1927—1; new members received to become 
effective January 1, 1928—78. 


Statement of Dues 


Dues Receivable—December 24, 1926 $ 558.00 
Dues for Members Reinstated (3 members) ...................:ccccccceccecseeeeetees 24.00 
Bad Debts Written Off in 1927 (40 members resigned or dropped 
Dues Receivable—December 24, 1927 $ 679.00 
Statement of Subscriptions 
Subscriptions Receivable—December 24, 1926 $ 94.00 
Magazine Subscriptions (one year or more at $5.00) ............ (77 1/2) 387.50 
Magazine Subscriptions (one year or more at $4.00) .................... (20) 80.00 
Sales of Proceedings (back numbers) ....................c::ccscccssccsseeeeeeeees (17) 18.00 


Si 
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Received in 1927, per Cash Statement 591.50 
Subscriptions Receivable—December 24, 1927 ...................ccccccceccesseeeseetees $ 63.00 
Unearned Income on Subscriptions for Future Periods ........................ $ 78.00 


Statement of Cash Receipts and Payments 


Balance on Hand—December 24, 1926 .................cccccccccccteecessseeeeseeeeeeeeees $ 953.91 
Receipts in 1927: 
Subscriptions and Sales of Proceedings, 1927 .................... 497.5 
Collections on Prior Years’ Subscriptions ........................ 94.00 
. Overpayments on Dues, Subscriptions, etc. (refunded) 13.75 
Payments in 1927: 
Discount and Exchange—Net .08 
Convention BExpense8—1926 12.84 
Refunds on Dues, Subscriptions, ete. 13.75 
Compensation to Editor and Secretary 400.00 
Balance on Hand—December 24, 1927 ................cccccccsssssessssssccessssscceesesessees $ 999.33 


Represented as follows: 
Checking Account—City National Bank of Commerce, 


Savings Account—City National Bank of Commerce, 
Statement of Income and Expense 
Income 


Magazine Subscriptions and Sales .................0.......cceee 566.25 
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Expense 
Addition to Bad Debts Reserve ................:ccccccccccccceseeeeeereees 100.00 


Net Income from Operations, before Compensation to Editor 


Balance Sheet—December 24, 1927 


Resources 
Receivables : 
$ 772.00 
Tees: Beserve for Bad) 400.00 
372.00 
Liabilities and Net Equity 
Subscriptions Received in AdGVance $ 78.00 
Equity of Association : 
Balance at December 24, 1926 ....0...............ccccccssseeeseeees $1,234.16 
Less: Compensation to Editor and Secretary, 
$ 834.16 
Net Income from Operations—1927 ............0..0.00000... 471.17 
1,305.33 
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Comparative Data on Membership, Resources, Bic. 


No. Members Total Cash Net Worth 
Year (End of Year) Receipts for Year (End of Year) 
1918 12% $ 249.00 $ 183.17 
1920 226 502.21 337.68 
1922 348 864.71 546.03 
1923 415 860.08 811.54 
1924 434 1,035.76 1,115.99 
1925 465 1,177.71 1,099.64 
1926 523 2,123.59 1,234.16 
1927 524 2,554.03 1,305.33 


REPORT OF THE AUDITING COMMITTEE 


We have examined the books and records of the Secretary-Treasurer of 
the American Association of University Instructors in Accounting for the 
fiseal year ended December 24, 1927, and we believe that the statements sub- 
mitted above accurately set forth the financial condition at December 24, 
1927, and the operating results for the fiscal year ending on that date. It 
is the pleasure and duty of the Committee to report that the financial records 
of the Association are kept in such excellent form as to merit special com- 
mendation. 

RateH T. BIcKELL 
KE. L. Chairman 


REPORT OF THE COMMITTEE ON MEMBERSHIPS AND SUBSCRIPTIONS 


Your Committee on Memberships for the year 1927 has complied with the 
suggestions made at the 1926 Convention by considering its duties such as 
to warrant the use of the designation “Committee on Memberships and Sub- 
scriptions.” With the scope of its activities broadened as implied in the 
title the Committee sought to make the facilities of our association available 
to a larger number of people in each of four groups, namely: college and 
university instructors in accounting, high school teachers, practicing account- 
ants, and libraries. We attempted to increase the number of active member- 
ships in colleges and universities and associate memberships in the ranks 
of professional accountants. In the case of high schools we endeavored to 
obtain subscriptions to The Accounting Review either for the libraries or 
the bookkeeping instructors. For the libraries in colleges and universities 
attention was directed to obtaining subscriptions from those libraries in 
institutions represented in our active membership. 

Lest the committee might find it necessary to reckon its defects rather 
than to boast of its attainments it arranged to have all new memberships 
and subscriptions sent direct to the office of the Secretary-Treasurer. Ac- 
cordingly, if the Secretary in his annual report announces an increase in 
memberships and subscriptions we shall assume that your committee now 
reporting has done an excellent job. On the other hand, if the Secretary 
reports no increase or only a very slight one, we shall assume that the As- 
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sociation is unworthy of the attention of others and that The Accounting 
Review is not spicy enough to attract new buyers. 

Your committee’s efforts might be summed up statistically by saying that 
approximately 1,800 letters have been written, mostly during the last three 
months, of which 550 were to high school instructors, 280 to college and 
university instructors, 800 to practicing accountants, eighty to college and 
university libraries, and ninety of an administrative nature. As enclosures 
in the letters, about 1,700 copies of the Table of Contents of The Accounting 
Review for 1926 were distributed. 

To Professor F. E. Ross of the University of Michigan goes the credit for 
sending out mail matter to the greatest number of prospects, his contribution 
to the cause being substantially one-half the total number of letters sent 
out. Other members of the Committee who reported satisfactory activity 
in their respective districts are: 

A. J. Barlow, University of Virginia 

G. E. Bennett, Syracuse University 

D. 8. Bolon, Ohio State University 

W. E. Cox, University of Washington 

J. L. Dohr, Columbia University 

J. C. Gibson, University of Wisconsin 

David Himmelblau, Northwestern University 

R. C. Jones, Yale University 

G. A. MacFarland, University of Pennsylvania 

C. A. Smith, University of Texas 

S. G. Winter, University of Iowa 

Five other members of the committee were “unable to find time” for 
rendering assistance because of the pressure of other duties. 

It might be of interest to the members to learn that out of 107 colleges 
and universities represented in our membership in October, 1927, only thirty 
of the libraries of these institutions were subscribers to The Accounting 
Review. Your chairman wrote personal letters to the other seventy-seven 
libraries calling attention to the oversight and wrote at the same time per- 
sonal letters to seventy-seven members in those institutions asking them to 
use their influence in placing their libraries on a higher plane. Judging 
from letters received in reply this phase of the campaign was quite success- 
ful. The results of these letters will be reflected over the next several 
months. 

The Committee thinks that the Association is fully justified in attempting 
to obtain a 100 per cent active membership in colleges and universities, but 
is somewhat divided on the desirability of pushing the idea of associate 
memberships among practicing accountants and subscriptions among high 
school teachers. The majority, however, seem to feel that if the cost of the 
latter justifies itself, considerable good can be done by extending the sub- 
scription list of the Review into many high schools. Thanks to the gen- 
erosity of the members of the Committee the cost of this year’s activities 
has been kept down to about $25.00. 

Respectfully submitted, 
H. T. Scovriy, Chairman 
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REPORT OF THE COMMITTEE ON COOPERATION WITH THE NATIONAL 
ASSOCIATION OF Cost ACCOUNTANTS 


As Chairman of the Committee on Cooperation with the National As- 
sociation of Cost Accountants, I am glad to report that the friendly rela- 
tions which have always existed between the two accounting societies have 
continued during the past year, and that the National Association of Cost 
Accountants is willing at all times to help in any practical way the work 
of our own Association. 

My Committee has been inactive during the past year, and has not at- 
tempted to build up a program of projects for the pursuit of which a definite 
plan of cooperation with the National Association of Cost Accountants 
might have been worked out. Inasmuch as membership in the National 
Association of Cost Accountants is open, without examination, to practically 
all members of our own Association, its service features are within the 
reach of all of us. It has a Department of Education in charge of a director 
who, I believe, for the coming year is one of our own members, Professor 
T. H. Sanders of Harvard. 

I am sure we will find the National Association of Cost Accountants ready 
at any time to meet us more than half way in any matters looking toward 
the betterment of the accounting profession. 

Respectfully submitted, 
R. B. Kester, Chairman* 


REporT OF COMMITTEE ON RESOLUTIONS 


1. Resolved that the Association restate its conviction that accountancy 
is a profession and since adequate technical education is one of the hallmarks 
and prime requisites of a profession, we request that the Committee on Co- 
operation with the American Institute of Accountants be instructed to con- 
fer with the Committee in charge of the Bureau for Placements of the Amer- 
ican Institute of Accountants relative to changing statements made in the 
pamphlet “Accountancy as a Career for Educated Men” which at present 
minimized the value of technical education offered by our schools and col- 
leges of commerce. 

2. Resolved that it would be helpful to this Association in planning the 
education of students who are preparing for the accounting profession, if 
a body representing that profession would make a statement classifying, 
defining, and differentiating the various classes of services rendered by the 
profession, and be it further resolved that the committees on cooperation 
with the American Institute of Accountants and the American Society of - 
Certified Public Accountants be instructed to present this resolution to the 
national professional organizations and to endeavor to secure action toward 
such an end from those organizations. 

8. Resolved that the Secretary of this Association be instructed to con- 
vey the thanks and sincere appreciation of the members of the Association 


*The other members of this committee were W. BE. Cox, F. H. Elwell, H. 
M. Heckman, T. H. Sanders, F. W. Woodbridge. 
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to each of the representatives of the Bureau of Internal Revenue who ad- 
dressed our meeting on the various aspects of the work of the Bureau. 
Respectfully submitted, 
R. A. STEVENSON 
JaMEs P. ADAMS 
H. G. 
F. H. Chairman 


REpPoRT OF COMMITTEE ON COOPERATION WITH THE 
AMERICAN INSTITUTE OF ACCOUNTANTS 


Your committee has considered various problems which, during the year, 
have confronted both our organization and the American Institute of Ac- 
countants. Two of these problems have seemed to us to have considerable 
importance and to be worthy of the future attention of this committee. 

The first of these problems relates to the classification of accounting serv- 
ices which has been prepared by the Institute’s Committee on Education. 
The second involves the cooperation which has been invited by the Institute’s 
Bureau of Placements. 

Both of these problems have as yet been incompletely considered, the first 
because the classification of accounting services has thus far been of a 
confidential nature, on account of its possible modification before its ac- 
ceptance by the Council of the Institute. It is believed that the definitions 
of the Institute’s Committee are of primary significance to the members of 
our organization. The second problem has been considered by various in- 
dividual members of our organization and deserves an extended and thorough 
examination by this committee. 

It is recommended, therefore, that next year’s committee be empowered 
to consider these questions as well as any others that may arise. 

J. Jackson 
Eric L. Chairman 
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GREETINGS FROM THE NEW ADMINISTRATION 


By J. Hucu Jackson, Stanford University 


The American Association of University Instructors in Accounting enters 
upon the twelfth year of its existence under very favorable conditions. Fol- 
lowing a most successful year under the able administration of Professor 
Krebs, the new administration faces the year 1928 not only with the respons- 
ibility of maintaining and advancing the high standards already set, but 
also with a realization that the Association is headed forward and that the 
momentum already gained will increase with each succeeding year. 

I have been especially pleased with the willingness of the members to 
serve on various committees of the Association. Those who have been invited 
to accept the chairmanships of committees are all busy men, but in every case 
the person asked has accepted; upon these committee chairmen rests, to a 
very large extent, the success of the Association for 1928. Much to the sat- 
isfaction of your executive committee, and, I am sure, of the entire member- 
ship, Professor Paton has consented to continue for the time being as editor 
of The Accounting Review; without doubt this is the most arduous and in:- 
portant task in our organization, and upon the success of this publication 
depends largely the standing of the Association. 

In order to keep as closely as possible in touch with the affairs of the 
Association I proceeded to prepare for myself a sort of organization chart 
of our activities for 1928. Upon its completion, however, I decided that if 
the chart was valuable to me, it would likewise be helpful to all the members 
of the Association to have available similar information; accordingly the 
chart is reproduced herewith, and I hope that during 1928 every A. A. U. 1. 
A. member will make known either to me, or to the committee which would 
be directly concerned, his opinions on any matter affecting the welfare of the 
Association. 

It will be observed that the executive committee has added two additional 
standing committees for 1928. One of these committees, that on the Inter- 
national Congress of Accountants, was appointed during the latter part of 
1927 by President Krebs; it was voted at the Washington convention in De- 
cember that the personnel of this committee be continued unchanged during 
1928. I have asked Professor A. H. Rosenkampff to serve during 1928 as 
chairman of this committee, and also to represent the A. A. U. I. A. on 
Colonel Montgomery’s executive committee to plan for the International Con- 
gress of Accountants to be held in the United States in 1929. The other 
new standing committee is that on Cooperation with the American Associa- 
tion of Collegiate Schools of Business; our Association is very fortunate in- 
deed in having Dean John T. Madden serve as chairman of this newly- 
created committee. 

In the choice of committees I have had a very definite policy in mind, (a) 
to give as wide a geographical distribution as possible to the membership 
of the committees, and (b) to appoint, insofar as it seemed feasible, younger 
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men, on whom the future welfare and success of the Association must largely 
depend, as members of committees. In two cases I have invited younger men 
to assume committee chairmanships; obviously where important committee 
work was already in progress it was desirable to continue the committee 
chairmanships and, to a large extent, the membership as they were last year. 
It is a splendid sign of the loyalty of our membership that these men should 
be willing to assume again during 1928 the burdens which such chairmanships 
entail. 

My ambition and goal for the Association for 1928 is a growth among our 
members in the scientific approach. It is truth as related to accounting, 
and not personal opinion and prejudice, which we desire to emulate; this 
does not mean that in a subject like accounting there will not be honest dif- 
ferences of opinion—it would be a somewhat sad outlook for the future of 
the science if such differences did not exist. But if accounting stands for 
anything it is truth and exactness in ascertaining the facts, and perfect 
candor and frankness, free from mental bias and prejudice, in the statement 
of the results obtained or of the principles deduced. Nothing, in our opinion, 
so marks the true scientist as his intellectual attitude. It is that intellec- 
tual attitude—the scientific approach, we have termed it—which should be the 
goal of the A. A. U. I. A. to develop, and the results of which will constitute 
the great service to accounting which we, the teachers, can perform. In Dean 
Hatfield, Professor Cole, and a few others, we have already some great 
examples—may not we all, individually and collectively, make our profes- 
sional goal for 1928 an appreciable growth in the scientific attitude towards 
our subject. 
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MEMBERSHIP LIST 
As of March 1, 1927 


Ackerman, 8. B., 90 Trinity Place, New York City; New York University 

Ackerman, William B., 84 BE. Randolph St., Chicago, Ill.; DePaul University 

Adams, James P., Brown University, Providence, R. I. 

Aitken, William, Canadian Coop. Wheat Producers, 1001 Electric Ry. Chrs., 
Ltd., Winnipeg, Manitoba, Canada; University of Manitoba 

Alexander, C. H., 629 Skinner Bldg., Seattle, Wash.; Wilson’s Modern Bus- 
iness College 

Alford, M. W., Commerce Bldg., University of Illinois, Urbana, Ill. 

Allen, C. E., 117 Commerce Bldg., University of Illinois, Urbana, Il. 

Alm, I. W., 1116 Fifth St., S. E., Minneapolis, Minn.; University of Min- 
nesota 

Altiere, Edward S. A., 938 Hospital Trust Bldg., Provideuce, R. I.; Commer- 
cial High School 

Amidon, L. Cleveland, Hudson View Gardens, 83rd & Pinehurst, New York 
City ; New York University 

Anderson, A. E., 111 West Monroe St., Chicago, Ill. 

Andrews, T. Coleman, P. O. Box 756, Richmond, Va.; T. Coleman Andrews 
& Co. 

Angleson, Leon G., 132 Crane Ave., Royal Oak, Mich. 

Antle, Lloyd L., 240 North Ave., N. W., Atlanta, Ga.; Georgia School of 
Technology 

Arndt, Edmund G., 84 BE. Randolph St., Chicago, Ill.; DePaul University 

Arns, Charles M., University of Dayton, Dayton, Ohio 

Ayars, Robert D., 3620 Terrace St., Pittsburgh, Pa.; University of Pittsburgh 

Ayling, W. U,, 215 Highland Ave., Detroit, Mich. 

Bacas, P. B., 12 Young Ave., Pelham, N. Y.; New York University 

Bachmann, John J. 925 B. 5th St., St. Paul, Minn.; St. Thomas College 

Bacon, Albert T., Room 1284, 208 S. LaSalle St., Chicago, Ill.; Albert T. 
Bacon & Co. 

Bagliano, Cesare, Via Trotti 40, Alessandria, Italy; Instituo Tecnico 
Superiore 

Baily, H. H., 118 Commerce Bldg., University of Illinois, Urbana, IIL. 

Baird, John H., 723 National City Bank Bldg., Cleveland, Ohio; Waite & 
Company 

Ball, Lee C., 634 N. 12th St., Corvallis, Ore.; Oregon State Agricultural 
College 

Ball, W. H., 2230 First National Bank Bldg., Detroit, Mich. 

Bamberg, William H., Commerce Bldg., Ohio State University, Columbus, 
Ohio 

Barb, Thomas V., 15 Westminster St., Providence, R. I.; Northeastern Uni- 
versity 

Barlow, Albert J., University of Virginia, University, Va. 
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Barr, A., Jr., Box 1893 Yale Station, New Haven, Conn.; Yale University 

Bartizal, John R., 58 E. Washington St., Chicago, Ill.; Northwestern Uni- 
versity 

Bates, Elijah, 2512 Lee Road, Cleveland Heights, Cleveland, Ohio 

Baumann, Harry P., 208 S. LaSalle St., Chicago, Ill.; Northwestern Uni- 
versity 

Bayer, Walter A., 373 Jefferson Ave., Brooklyn, N. Y.; New York University 

Beale, Phoebe, 509 St. Louis St., Baton Rouge, La.; Louisiana State Uni- 
versity 

Beaman, R. J., 1418 Union Central Bldg., Cincinnati, Ohio 

Beatty, Willard C., Wesleyan Station, Middletown, Conn. 

Beck, Paul H., 706 S. Lombard Ave., Oak Park, [1l.; Crane Junior College 

Becker, Karl H., 44 Bradfield Ave., Roslindale, Mass.; Northesatern Uni- 
versity 

Beckert, Ralph F., 11 Park Place, Athens, Ohio; Ohio University 

Bee, Clair F., c/o Rider College, Trenton, N. J. 

Begley, John P., 4418 S. 23rd St., Omaha, Nebr.; Creighton University 

Beights, D. W., 311 W. Nevada St., Urbana, Ill.; University of Illinois 

Bell, Hermon F., 110 William St., New York City; Columbia University 

Bell, William H., 37 W. 39th St., New York City; Haskins & Sells 

Bennett, George E., College Business Administration, Syracuse University 
Syracuse, N. Y. 

Bentley, Mathew M., Dixie College, St. George, Utah 

Bergstresser Harold F., 4860 Center Ave., Pittsburgh, Pa.; University of 
Pittsburgh 

Berman, Morris M., 220 Federal Square Bldg., Grand Rapids, Mich.; Vier- 
gener & Berman 

Bernhard, Adolph, College Heights, Alberta, Canada; Canadian Junior 
College 

Berrigan, Edmund, University of Oklahoma, Norman, Okla. 

Berry, Ralph E., 1402 Garfield St., Laramie, Wyo.; University of Wyoming 

Bexell, J. A., Corvallis, Ore.; Oregon Agricultural College 

Bickell, R. T., 320 W. 83rd St., New York City; Columbia University 

Bickett, W. P., 30 Broad St., New York City 

Bickley, John H., 1517 Continental Bldg., Baltimore, Md. 

Blackman, C. Clifford, 5022 Maplewood Ave., Detroit, Mich. 

Blackstock, Leo G., 2814 1/2 Rio Grande, Austin, Texas; University of Texas 

Blankenship, H. A., Oak Park, Il. 

Block, J. L., Humble Bldg., Houston, Texas 

Boekle, Otto I., 815 Bates St., Detroit, Mich. 

Bolitho, T. J., 228 N. LaSalle St., Chicago, Il. 

Bolon, D. S., 1737 Bluff Ave., Columbus, Ohio; Ohio State University 

Bornhofft, Henry J., 161 White St., Waverly, Mass.; Boston University 

Bowen, Edmund F., 154 Nassau St., New York City; Fordham University 

Bowers, R. P., Iowa Wesleyan University, Mt. Pleasant, Iowa 

Boyd, Ernest, 985 Boatmen’s Bank Bldg., St. Louis, Mo.; University of St. 
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Bradford, Harry C., 1420 Bank St., Kalamazoo, Mich. 

Brendel, Herman J., University of Dayton, Dayton, Ohio 

Brett, George M., C. C. N. Y., 139th St. & St. Nicholas Terrace, New York 
City ; College of the City of New York 

Briggs, L. L., University of Vermont, Burlington, Vt. 

Briggs, Robert P., 726 W. Michigan Ave., Lansing, Mich. 

Brimacomb, Lewis, 180 St. James St., Montreal, Quebec, Canada; McGill 
University 

Brink, Victor Z., 1201 D Street, Lincoln, Nebr.; University of Nebraska 

Brown, John J., 25 W. 45th St., New York City; Brown School of Commerce 

Brown, Philip M., 64 Charles Field St., Providence, R. I.; Brown University 

Brown, Robert C., Room 852, 10 S. LaSalle St., Chicago, Ill.; Northwestern 
University 

Brown, Thomas J., Little Bldg., Boston, Mass.; Boston Universit 

Browne, Donald, 36 W. 44th St., New York City; Thompson & Black 

Brundage, Percival F., 60 State St., Boston, Mass.; Northestern University 

Bryan, J. Wallace, 1304 Continental Bldg., Baltimore, Md.; Johns Hopkins 
University 

Buchan, L. J., 840 Madrid. St., Coral Gables, Fla. 

Budd, Thomas A., Logan Hall, University of Pennsylvania, Philadelphia, Pa. 

Bulin, J. H., Jr., 358 EB. 17th St., Brooklyn, N. Y.; Pace Institute 

Burney, William J., 219 U. H. Bldg., Iowa City, Iowa 

Byland, John R., 7639 Cornell Ave., Chicago, Ill.; Northwestern University 

Byrnes, Thomas W., 52 Wall St., New York City; Columbia University 

Calhoun, EB. H., 6405 Stewart Ave., Chicago, Ill.; LaSalle Extension Uni- 
versity 

Cameron, Arthur T., Logan Hall, University of Pennsylvania, Phiadelphia, 
Pa. 

Campbell, D. J., 3210 Arthington St., Chicago, Ill.; DePaul University 

Campbell, James A., Knox College, Galesburg, Il. 

Canning, John B., Box 76, Stanford University, Calif.; Stanford University 

Carison, Avery, L., 3017 Tomlinson St., Ft. Worth, Texas 

Carpenter, Cecil, 801 Indiana Ave., Urbana, Ill.; University of Illinois 

Carroll, Monroe S., Baylor University, Waco, Texas 

Carter, A. H., 30 Broad St., New York City 

Castenholz, William B., 4101 S. Michigan Ave., Chicago, Ill.; LaSalle Ex- 
tension University 

Casterton, Harold K., 133 Blenheim Road, Columbus, Ohio; Ohio State Uni- 
versity 

Chapman, H. H., University of Alabama, University, Ala. 

Chase, Arthur T., 84 State St., Boston, Mass. 

Christensen, J. C., 2127 Woodside Road, Ann Arbor, Mich.; University of 
Michigan 

Christensen, J. S., Snow College, Ephraim, Utah 

Clark, Herald R., Brigham Young University, Prevo, Utah 

Clarke, William F., 84 E. Randolph St., Chicago, Ill.; DePaul University 

Clarke, William T., 847 Bradley Place, Chicago, Ill.; DePaul University 


w 
1i- 
ty 
ii- 
ge 
1i- 

of 
er- 
ior 
= 


100 The Accounting Review 


Clarkson, George S., 131 State St., Boston, Mass.; Boston University 

Cleary, P. Roger, Cleary College, Ypsilanti, Mich. 

Clements, John H., 4858 Dailey Ave., Detroit, Mich. 

Coan, William, Washington & Lee University, Lexington, Va. 

Cole, Walter B., University of Arkansas, Fayetteville, Ark. 

Cole, William Morse, Morgan Hall, Soldiers Field Station, Boston, Mass,; 
Harvard University 

Coleman, Raymond W., Room 4 Economics Bldg., University of Michigan, 
Ann Arbor, Mich. 

Collins, Clem W., School of Commerce, University of Denver, 20th & Glen- 
arm Sts., Denver, Colo. 

Collins, Lowell B., School of Business, University of Minnesota, Minneapolis, 
Minn. 

Connolly, Robert E., 26 Liberty St., New York City ; New York Universit 

Cooper, Harry A., 805 Michigan Ave., Adrian, Mich. 

Copeland, C. M., Ohio University, Athens, Ohio 

Cowin, R. B., 1124 N. New St., Bethlehem, Pa.; Lehigh University 

Cox, William E., Commerce Bldg., University of Washington, Seattle, Wash. 

Crabbe, Ernest H., Southwestern Publishing Co., Cincinnati, Ohio 

Crandell, William T., Carnegie Institute of Technology, Pittsburgh, Pa. 

Cranford, Wilbur L., 55 Shoshone St., Buffalo, N. Y.; University of Buffalo 

Cremer, George S., 176 Remsen St., Brooklyn, N. Y.; College of the City of 
New York 

Crisp, Glenn S., 230 Woodworth Ave., Alma, Mich. 

Croggon, C. C., 1243 Calvert Bldg., Baltimore, Md. 

Crosier, A. B., Box 402, University, Miss.; University of Mississippi 

Culey, Roy Trescole, 929 Sanborn Ave., Los Angeles, Calif.; University of 
California, Southern Branch 

Culp, O. F., Continental National Bank & Trust Co., Chicago, IIl. 

Curtis, Arthur B., Cleary College, Ypsilanti, Mich. 

Curtis, Luther E., 1611 Park Ave., Richmond, Va.; University of Richmond 

Cutright, Harold G., Elkins & Durham, Richmond, Va.; Virginia Poly. Inst. 

Cyprian, Brother, University of Notre Dame, Notre Dame, Ind. 

Daines, Harvey C., Box 261, University of Chicago, Chicago, III. 

Dalton, H. Leo, 801 Second National Bank Bldg., Toledo, Ohio; Toledo 
University 

Darlington, George M., 316 W. 22nd, University Place, Lincoln, Nebr.; Uni- 
versity of Nebraska 

Davidson, Robert, 684 Meadowbrook Ave., Detroit, Mich.; University of 
Detroit 

Davies, Ernest C., Wieboldt Hall, Northwestern University, Lake Shore Drive 
& Chicago Ave., Chicago, IIl. 

Davis, Pearce C., 1711 L. C. Smith Bldg., Seattle, Wash.; University of 
Washington 

Dayney, J. H., J. H. Dayney Audit Co., 532 Buhl Bldg., Detroit, Mich. 

DeLong C. C., 1402 Beslen St., Urbana, Ill.; University of Illinois 
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Denise, M. G., Drexel Institute, 32d and Chestnut Sts., Philadelphia, Pa. 

Deviny, William M., 1211 Kearney St., N. E., Washington, D. C.; Catholic 
University 

Dickerson, W. E., University of Kentucky, Lexington, Ky. 

Dimler, Charles G., 1730 S. Ogden St., Denver, Colo.; Evening Vocational 
High School 

Dissosway, Edwin T., c/o Haskins & Sells, 30 Broad St., New York City; 
New York University 

Dohr, James L., 440 Riverside Drive, New York City; Columbia University 

Donald, W. J., 20 Vesey St., New York City; American Management Assn. 

Donohue, John J., 320 Broadway, New York City; New York University 

Douglas, W. W., 2015 Bedford Ave., Brooklyn, N. Y.; New York University 

Drewry, Dean, University of Tennessee, Knoxville, Tenn. 

Drucker, A. P. R., 1029 N. Nevada Ave., Colorado Springs, Colo.; Colorado 
College 

Drumm, Clinton E., 105 Atherton Ave., Syracuse, N. Y.; Syracuse University 

Drury, Luther E., 1611 Park Ave., Richmond, Va.; University of Richmond 

Duncan, John C., 3112 Fairfield Ave., E., Walnut Hills, Cincinnati, Ohio; 
University of Cincinnati 

Eckelberry, G. W., Administration Bldg., Ohio State University, Columbus, 
Ohio 

Eckelberry, John W. Dodge Bros., Inec., Detroit, Mich. 

Ekland, Leonard M., St. Ambrose College, Davenport, Iowa 

Eleonin, Abraham V., 1605 Industrial Bank Bldg., Detroit, Mich. 

Elsasser, Robert W., College of Commerce, Gibson Hall, Tulane University, 
New Orleans, La. 

Elwell, Fayette H., Sterling Hall, University of Wisconsin, Madison, Wis. 

Engel, George F., First National Bank, St. Louis, Mo., Washington, Uni- 
versity 

English, Donald, Ithaca, N. Y.; Cornell University 

Ettinger, Richard P., 70 Fifth Ave., New York City; Prentice-Hall, Inc. 

Bulenberg, Alexander, 29 E. Madison St., Chicago, Ill.; Northwestern Uni- 
versity 

Evans, Thomas H., 2035-6 Dime Bank Bldg., Detroit, Mich. 
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Sells, Harold F., University Hall, University of Iowa, Iowa City, Iowa 

Sharer, D. M., 84 E. Randolph St., Chicago, Ill.; DePaul University 

Shaulis, L. L., Tufts College, Tufts College, Mass. 

Shaw, Joseph P., Jr., 948 E. 31st St., Brooklyjn, N. Y.; New York University 

Sheppard, Charles C., 5732 Darlington Road, Pittsburgh, Pa.; University of 
Pittsburgh 

Sherwood, J. P., 1 W. Third St., Cincinnati, Ohio; University of Cincinnati 

Shields, Edwin R., 183 W. Washington St., Chicago, Ill.; Walton School of 
Commerce 

Shields, J. H., Duke University, Durham, N. C. 

Shonting, Daniel M., 42 W. Oakland Ave., Columbus, Ohio; Ohio State Uni- 
versity 

Shors, William F., address unknown 

Shultis, Frank W., 1001 E. Porter St., Albion, Mich.; Albion College 

Sieferman, Arthur, 113 W. Monument Ave., Dayton, Ohio 

Simmons, R. E., College of Commerce & Finance, Drake University, Des 
Moines, Iowa 

Simon, Paul, 1848 Straus Bldg., Chicago, Ill.; DePaul University 

Sisterson, Douglas G., 1039 Piermont St., South Hilis Branch, Pittsburgh, Pa. ; 
University of Pittsburgh 

Smails, R. G. H., Queen’s University, Kingston, Ontario, Canada 

Smallpage, Samuel M., Tulane University, New Orleans, La. 

Smeeton, Cecil B., 35 N. Dearborn St., Chicago, Ill.; Mayo Federated Colleges 

Smith, Arthur C., Boatmen’s Bank Bldg., St. Louis, Mo.; Washington Uni- 
versity 

Smith, C. Aubrey, Box 1790, University Station, Austin, Texas; University of 
Texas 

Smith, Carl D., Northeastern University, Boston, Mass. 

Smith, Charles W., 600 W. 33rd St., Baltimore, Md.; Baltimore College of 
Commerce 

Smith, David, 824 Ford Bldg., Detroit, Mich.; Smith, McKay & Co. 

Snow, Karl N., Dixie College, St. George, Utah 

Snyder, Harry E., 3500 Herndon St., Chicago, Ill.; DePaul University 

Springer, Durand W., Woodward Bldg., Washington, D. C.; American Society 
of Certified Public Accountants 

Sproul, Alexander H., State Normal School, Salem, Mass. 

Staehling, Charles C., Deptartment of Economics, University of California, 
Berkeley, Calif. 

Stanley, W. H., 2404 Union Central Bldg., Cincinnati, Ohio; Cincinnati Uni- 
versity 
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Stevenson, Russell A., School of Business, University of Minnesota, Minne- 
apolis, Minn. 

Stewart, Harry M., Kansas State Agricultural College, Manhattan, Kansas 

Stewart, William M., c/o Arthur Young & Co., 1314—105 S. LaSalle St. 
Chicago, Ill. 

Stone, Albert B., 4831 Greenway Ave., Detroit, Mich. 

Storli, Victor E., 1194 W. Sixth Ave., Eugene, Ore. 

Strickler, Howard K., Narberth, Pa.; Temple University, Philadelphia, Pa. 

Strittar, John J., 581 Aurora Ave., Aurora, Ill.; Northwestern University, 
Evanston, Ill. 

Studebaker, Mark E., Muncie, Ind.; Ball Teachers College 

Sturdevant, Myrtle, 716 E. 9th St., Ada, Okla.; E. Central State Teachers 
College 

Sullivan, Arthur J., 3 Hillerest Circle, Swampscott, Mass.; Boston Univer- 
sity, Boston, Mass. 

Sullivan, John F., 32 Waverly Place, New York City; New York University 

Sunley, William T., 3411 S. Michigan Ave., Chicago, Ill.; International Ac- 
countants Society 

Sweeney, Henry W., c/o Price, Waterhouse & Co., 56 Pine St., New York City 

Sweet, Homer N., 80 Federal St., Boston, Mass. 

Taggart, Joseph H., College of Business Administration, Lehigh University, 
Bethlehem, Pa. 

Taggart, Herbert F., 1019 Granger Ave., Ann Arbor, Mich.; University of 
Michigan 

Takahashi, Ichitaro, 52 Minami-Igacho, Yotsuya, Tokyo, Japan; Hosei Uni- 
versity (Hosei-Daigaku) 

Tanner, John B., 3411 S. Michigan Ave., Chicago, Ill.; International Account- 
ants Society 

Tator, Samuel W., 50 Howe St., New Haven, Conn.; New Haven College 

Taylor, Jacob B., Commerce Bldg., Ohio State University, Columbus, Ohto 

Taylor, Paul C., 659 N. Austin Blvd., Chicago, Ill.; Western Electric Co. 

Taylor, Robert E., College of Commerce, Cincinnati University, Cincinnati, 


Ohio 

Tegtmeyer, George J., 1156 McCormick Bldg., Chicago, Ill.; Walton School of 
Commerce 

Theiss, Edwin L., 4046 Michigan Ave., Chicago, Ill.; LaSalle Extension Uni- 
versity 


Thom, Harry, Commerce Bldg., Northwestern University, Chicago, Ill. 

Thomas, Clare L., 307 S. Lincoln, Urbana, Ill.; University of Illinois 

Thomas, Olin E., Ohio State University, Columbus, Ohio 

Thompson, Robert R., School of Commerce, McGill University, Montreal, P. 
Q., Canada 

Thompson, William J., 1203 First National Bank Bldg., Denver, Colo.; Uni- 
versity of Denver 

Thompson, William R., c/o Williams & Thompson, Lonsdale Bldg., Duluth, 
Minn. 

Thomson, Cyrus G., Room 1600—140 West St., New York City; New York 
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University 

Tiffany, Burton E., 205 Willow St., Vermillion, S. Dak.; University of South 
Dakota 


Tillotson, Loyal G., Bradley Institute, Peoria, Ill. 

Tilton, Frederic A., 1630 First National Bank Bldg., Detroit, Mich. 

Yoner, James V., 14 Tappan Ave., Attleboro, Mass.; Boston University, 
Boston, Mass. 

Toth, Louis, 8 Ferdinand Place, New Rochelle, N. Y. 

Tousaw, John A., Temple University, Philadelphia, Pa. 

Tower, Ralph B., Department of Business Administration, Blon College, 
Elon College, N. C. 

Troost, George W., 1804 First Naticnal Bank Bidg., Detroit, Mich. 

Tucker, Herbert E., 89 State St., Boston, Mass.; Northeastern University 

Tupy, Leslie T., School of Business, University of Kansas, Lawrence, Kansas 

Turner, Wallace M., 1482 Beacon St., Brookline, Mass.; Simmons College 

Ueno, Michisuke, 1090 Nakano, Tokyo, Japan; Tokyo Imperial University 

Van Kirk, J. C., Gibson Hall, Tulane University, New Orleans, La. 

Van Sickle, Clarence L., Room 8, State Hall, University of Pittsburgh, Pitts- 
burgh, Pa. 

Vaughan, A. S., 30 Broad St., New York City 

Voke, Albert F., University Club, Richmond, Va.; College of William and 
Mary 

Wade, Harry H., University Hall, University of Iowa, Iowa City, lowa 

Wagner, Herbert P., 1404 E. Park Pl., Ann Arbor, Mich.; University of 
Michigan 

Wales, Edward M., Harvard Graduate School of Business Administration, 
Soldiers Field, Boston, Mass. 

Walker, C. E., Queen’s University, Kingston, Ontario, Canada 

Walker, John H., 425 DeBaliviere Ave., St. Louis, Mo. 

Walker, Ross G., Graduate School of Business Administration, Harvard 
University, Cambridge, Mass. 

Wall, W. D., 44 W. Gay St., Columbus, Ohio; Ohio State University 

Wallace, William C., 29 Howard Parkway, New Rochelle, N. Y.; New York 
University, New York City 

Walsh, Floyd E., Creighton University, Omaha, Nebr. 

Walsh, Mervyn B., 120 Madison Ave., Detroit, Mich.; Walsh Institute of 
Accountancy 

Wang, Sui Ling, c/o Mrs. H. C. EB. Liu, 23 Yuen Ming Road, Shanghai, China ; 
New China University 

Warner, P. J., 15 E. 26th St., New York City; Ronald Press Co. 

Warren, Noah, Georgia School of Technology, Atlanta, Ga. 

Washburn, HBarle L., 32 Waverly Place, New York City; New York University 

Watson, W. L., North Texas Agricultural College, Arlington, Texas 

Watt, Merrill W., Sisson Hall, Defiiance College, Defiance, Ohio 

Wedeberg, S. M., 71 Beers St., New Haven, Corn.; Yale University 

Weinke, O. A., College Station, Texas; Texas A. & M. College 

Weis, Roy H., 1435 Tenth St., Marion, Iowa 
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Weller, Herbert C., Box 5438, Station A., Champaign, IlL; University of 
Illinois 

Wellington, C. Oliver, 110 State St., Boston, Mass. 

Wells, W. A., 314 E. Fayette St., Syracuse, N. Y.; The Hills Co. 

Welti, R. J., 213 Oak St., Weehawken, N. J.; New York University, New 
York City 

Wender, Arthur A. Sebewaing, Mich. 

Wheeler, Charles T., 452 W. Western Ave., Muskegon, Mich. 

Wider, William, 102 Mayfair Ave., Floral Park, L. I, N. Y.; New York 
University, New York City 

Wiggins, Casey C., 105 College Ave., Marquette, Mich.; Northern State 
Normal School 

Wilber, Herbert W., 1121 Dormont Ave., Dormont, Pa.; Duquesne University, 
Pittsburgh, Pa. 

Wildman, John R., 30 Broad St., New York City; Ne wYork University 

Willcox, R. S., Commerce Bldg., Ohio State University, Columbus, Ohio 

Williamson, F. K., 7425 Jeffery Ave., Chicago, Ill.; Northwestern University 

Wilson, Ralph G., Sheldon Terrace, Grand Haven, Mich.; The Challenge 
Machinery Co. 

Winkler, W. O., 1833 Cass Ave., Detroit, Mich.; The Business Institute 

Winter, Sidney G., Box 96, Iowa City, Iowa; University of Iowa 

Witting, Theodore J., 1030 Foster Bldg., Denver, Colo. 

Wolfe, Richard H., 874 Maccabee Bldg., Detroit, Mich.; Detroit Institute of 
Technology 

Wood, Bugene C., 603 Dwight Bldg., Jackson, Mich. 

Wood, Roy A., 2621 Avenue N, Brooklyn, N. Y.; New York University 

Woodard, Brannon S., New Mexico Military Institute, New Mexico 

Woodbridge, F. W., Lehigh University, Bethlehem, Pa. 

Woolhouse, Thomas L., 320 Fifth Ave., New York City; Columbia University 

Wray, Walter W., 1115 Lafayette Bldg., Detroit, Mich. 

Wright, Edward N., The Chestnut Burr, Moylan, Pa.; University of Penn- 
sylvania, Philadelphia, Pa. 

Wright, W. H., State Tteachers College, San Diego, Calif. 

Wyllie, George R., 1614 Ford Bldg., Detroit, Mich. 

Yntema, Theodore O., Box 243, Faculty Exchange, University of Chicago, 
Chicago, Ill. 

Youngs, (Mrs.) Nina L., University of Minnesota, Minneapolis, Minn. 


Geographical Distribution 


State No. Missouri ...... 


The following have from five to eight members each: Utah, Virginia, In- 
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diana, Connecticut, Wisconsin, Louisiana, Oregon, Nebraska, Rhode Island, 
Washington, New Jersey, District of Columbia. 

There are from one to four members in each of the following states: 
Georgia, New Hampshire, North Carolina, Oklahoma, Florida, Alabama, 
Kansas, North Dakota, Tennessee, Arkansas, Kentucky, Mississippi, Montana, 
New Mewico, South Dakota, Vermont, West Virginia, Wyoming. 

The six states not represented are: Arizona, Delaware, Idaho, Maine, 
Nevada, South Carolina. 

Fourteen members are located in foreign countries. 

Nearly half the membership, evidentiy, is found in three states. 
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